



BALANCING OF THE BUDGET 








OF witraal 
HEARING AUG 22 1956 
BEFORE A MAIN 
READI"C ROOM 


SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY 
UNITED STATES SENATE 
EIGHTY-FOURTH CONGRESS 
SECOND SESSION 


S. J. Res. 126 
PROPOSING AN AMENDMENT TO THE CONSTITUTION OF 
THE UNITED STATES RELATIVE TO THE 
BALANCING OF THE BUDGET 
AND 


S. J. Res. 133 


TO LIMIT THE SPENDING POWERS OF THE CONGRESS AND 
TO PROVIDE FOR REDUCTION OF THE NATIONAL DEBT 


JUNE 14, 1956 


Printed for the use of the Committee on the Judiciary 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
80434 WASHINGTON : 1956 








COMMITTEE ON THE JUDICIARY 
JAMES O. EASTLAND, Mississippi, Chairman 


ESTES KEFAUVER, Tennessee 

OLIN D. JOHNSTON, South Carolina 
THOMAS C. HENNINGS, JR., Missouri 
JOHN L. McCLELLAN, Arkansas 
PRICE DANIEL, Texas 

JOSEPH C. O’MAHONEY, Wyoming 
MATTHEW M. NEELY, West Virginia 


ALEXANDER WILEY, Wisconsin 
WILLIAM LANGER, North Dakota 
WILLIAM E., JENNER, Indiana 

ARTHUR V. WATKINS, Utah 

EVERETT McKINLEY DIRKSEN, Illinois 
HERMAN WELKER, Idaho 

JOHN MARSHALL BUTLER, Maryland 


SUBCOMMITTEE ON CONSTITUTIONAL AMENDMENTS 


ESTES KEFAUVER, Tennessee, Chairman 


THOMAS C. HENNINGS, Jr., Missouri 
PRICE DANIEL, Texas 


II 


WILLIAM LANGER, North Dakota 
EVERETT McKINLEY DIRKSEN, Illinois 








THE 
DEFPOSITBO BY 
UNITED STATES OF AMBRICA 


CONTENTS 





Statement of— 
Hon. Styles Bridges, a United States Senator from the State of New 


I a A a aa aN a At er ce 
Hon. Harry F. Byrd, a United States Senator from the State of 
i cn tea ae lc ces ae ee rere 
Hon. Carl T. Curtis, a United States Senator from the State of 
Nebraska 


Robert B. Dresser, Esq., Providence, R. I.............-..---.----- 
Willford I. King, economist for the Committee for Constitutional 
I Es dhe deen, dic dt diinduindbwbdacsneemns 
Paul O. Peters, research consultant, Washington, D. C 
Statement submitted by— 
National Association of Manufacturers. __.................-.__-_- 
Merwin K. Hart, president, National Economic Council, Inc., New 
ee ii as alba ies sete ive eevee ee tha ska a Bea edad cess 
Tyre Taylor, general counsel, Southern States Industrial Council, Inc., 
Nashville, Tenn 
Exhibits: 
Copy of Senate Joint Resolution 126 
Copy of Senate Joint Resolution 133_..._.....................-.. 
Letter dated June 12, 1956, addressed to Hon. James O. Eastland from 
W. Randolph Burgess, Acting Secretary of the Treasury__________ 
Article, Controlling the Federal Debt, by Herbert J. Miller, executive 
director, Tax Foundation, Inc., 30 Rockefeller Plaza, New York 20, 
N. Y., as printed in the Tax Review, PO WU i ncccetwcece 
Editorial, A Balance by Law, printed in the Omaha World- Herald, 
June 12, ap stascnttdia catkeads wages bie eae ee binds 


APPENDIX 


Letter dated June 28, 1956, addressed to Hon. Estes Kefauver, from 
Robert E. Merriam, Assistant to the Director, Bureau of the Budget ___-_- 
Letter dated June 14, 1956, addressed to Hon. Estes Kefauver, from Irving 
T. Gumb, president Council of State Chambers of Commerce, with two 
attachments: 
1. Statement of Federal Finance Committee of the Council of State 
I 
2. Publication, A Program on Federal Spending and Taxation_____-___ 
Resolution adopted at the general assembly, National Society Daughter rs of 
Amerionn Colones; Anti iG") tf 1960. =. ous set co eee nk cnn 
Resolution adopted at the annual meeting the National Society Women 
Descendants of the Ancient and Honorable Artillery Company, April 10, 
ON sii cia oi eee a i a hii laa 
Resolution adopted by the American Coalition of Patriotic Societies on 
Ne Ce CN ai hi kn ener tae eee tiie ainsi ek nna 
Resolution adopted by the Thirtieth Women’s Patriotic Conference on 
National Defense, Inc., February 16, 17, and 18, 1956__ 
Resolution adopted by the National Society of New E ngland Women, May 
16, 1956 


Page 


16 
32 


36 
41 


29 
39 


22 
21 


45 








——— 


BALANCING OF THE BUDGET 


THURSDAY, JUNE 14, 1956 


Unitep States SENATE, 
SUBCOMMITTEE ON CONSTITUTIONAL AMENDMENTS 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m. in room 424, 
Senate Office Building, Senator Estes Kefauver (chairman of the 
subcommittee) presiding. 

Present: Senators Kefauver and Langer. 

Also present: Senator Harry F. Byrd, Senator Carl T. Curtis. 

Also present: Wayne H. Smithey, member, professional staff, Senate 
Judiciary Committee. 

Chairman Krrauver. The committee will come to order. 

Senator Lancer. Mr. Chairman, I want to make a motion to report 
out this bill dealing with the poll tax. 

Chairman Kerauver. As amended? 

Senator Lancer. As amended, yes. 

Chairman Krerauver. The motion is made by Senator Langer 
that we report out the resolution on the constitutional amendment, 
Senate Joint Resolution 29. The hearing has been held. 

Let the record show that Senator Langer votes for the motion and 
the chairman votes for the motion, and we will poll the other members 
of the subcommittee. 

Thank you very much, Senator Langer. 

I understand that Senator Bridges has a 10:30 appointment. Is 
it satisfactory with Senator Byrd if Senator Bridges proceeds? 

Senator Byrp. Yes. 

Chairman Kerrauver. We are hearing two resolutions together, 
Senate Joint Resolution 126 and Senate Joint Resolution 133. 

(S. J. Res. 126 and S. J. Res. 133 are as follows:) 


{S. J. Res. 126, 84th Cong., 2d sess.] 


JOINT RESOLUTION Proposing an amendment to the Constitution of the United States relative to 
the balancing of the budget 


Reso'ved by the Senate and House of Representatives of the United States of America 
in Congress assembled (two-thirds of each House concurring therein), That the follow- 
ing article is hereby proposed as an amendment to the Constitution of the United 
States, which shall be valid to all intents and purposes as part of the Constitution 
when ratified by the legislatures of three-fourths of the several States: 


“ ARTICLE— 


“SecTIon 1. On or before the fifteenth day after the beginning of each regular 
session of the Congress, the President shall transmit to the Congress a budget 
which shall set forth his estimates of the receipts of the Government, other than 
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trust funds, during the ensuing fiscal year under the laws then existing and his 
recommendations with respect to expenditures to be made from funds other than 
trust funds during such ensuing fiscal year, which shall not exceed such estimate 
of receipts. If the Congress shall authorize expenditures to be made during such 
ensuing fiscal year in excess of such estimated receipts, it shall not adjourn for 
more than three days at a time until action has been taken necessary to balance 
the budget for such ensuing fiscal year. In case of war or other grave national 
emergency, if the President shall so recommend, the Congress by a vote of three- 
fourths of all the Members of each House may suspend the foregoing provisions 
for balancing the budget for periods, either successive or otherwise, not exceeding 
one year each. 

“Sec. 2. This article shall take effect on the first day of the calendar year 
next following the ratification of this article. 

“Sec. 3. This article shall be inoperative unless it shall have been ratified as 
an amendment to the Constitution by the legislatures of three-fourths of the 
several States within seven years from the date of its submission to the States by 
the Congress.” 


{[S. J. Res. 133, 84th Cong., 2d sess.] 


JOINT RESOLUTION To limit the spending powers of the Congress and to provide for reduction of the 
national debt 


Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled (two-thirds of each House concurring therein), That the 
following article is hereby proposed as an amendment to the Constitution of the 
United States, which shall be valid to all intents and purposes as part of the 
Constitution when ratified by the legislatures of three-fourths of the several 
States: 


“ ARTICLE— 


“Section 1. On or before the fifteenth day after the beginning of each regular 
session of the Congress, the President shall transmit to the Congress a budget 
which shall set forth his estimates of the receipts of the Government, other than 
trust funds, during the ensuing fiscal year under the laws then existing and his 
recommendations with respect to expenditures to be made from funds other than 
trust funds during such ensuing fiscal year, which shall not exceed such estimate 
of receipts. The President in transmitting such budget may recommend measures 
for additional revenue and his recommendations for the expenditure of such 
additional revenue. If the Congress shall authorize expenditures to be made 
during such ensuing fiscal year in excess of the receipts estimated as provided in 
the first sentence of this section, it shall not adjourn for more than three days at 
a time until action has been taken necessary to balance the budget for such en- 
suing fiscal year. In case of war or other grave national emergency, if the Presi- 
dent shall so recommend, the Congress by a vote of three-fourths of all the Mem- 
bers of each House may suspend the foregoing provisions for balancing the budget 
for periods, either successive or otherwise, not exceeding one year each. 

“Sec. 2. The Congress shall have the power to lay and collect a special tax 
the proceeds of which shall be applied to the payment of the principal amount 
of the debt of the United States. 

“Sec. 3. This article shall take effect on the first day of the calendar year next 
following the ratification of this article. 

“Src. 4. This article shall be inoperative unless it shall have been ratified as 
an amendment to the Constitution by the legislatures of three-fourths of the 
several States within seven years from the date of its submission to the States 
by the Congress.”’ 


Chairman Kerrauver. Senator Bridges, we are delighted to hear 
you. 


STATEMENT OF HON. STYLES BRIDGES, A UNITED STATES 
SENATOR FROM THE STATE OF NEW HAMPSHIRE 


Senator Bripces. Mr. Chairman, I am most happy to have this 
opportunity to appear before you in support of Senate Joint Resolution 
126, jointly introduced by our distinguished colleague, Senator Byrd, 
and myself. 
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"~ Let me say right here and now that Senator Byrd has been a 
stalwart and outstanding champion of governmental economy and 
budget balancing; to be associated with him in this effort for fiscal 
integrity has been both heartwarming and inspirational. 

I have said I am happy for the opportunity, but at the same time, 
Mr. Chairman, I say with all sincerity and with complete conviction 
that in my 20 years in the Senate I have never sponsored a resolution 
which I thought had more potential as far as the future welfare of this 
Nation is concerned than is contained in Senate Joint Resolution 126. 
; sSenator Byrd and I first introduced this resolution on July 13, 1954. 
It was too late in that session for much progress to be made in the 2d 
session of the 83d Congress. 

In the ensuing 84th Congress, the resolution followed the customary 
legislative course, which is a time-proven winnowing process, to see 
which are the hardy seeds that will take root and flourish and which 
will be the morning glories which will bloom but for a day. I am 
happy to report, Mr. Chairman, that this particular seed not only 
took root but has grown in the slow but constantly increasing way of 
all sturdy plants. , 

More and more I feel both the general public as well as the Congress 
are coming to realize the need of the provisions embodied in this 
resolution. 

The resolution, as you know, if adopted would set the machinery 
in motion for the adoption of a constitutional amendment which 
would require the Executive to present a balanced budget with a 
further requirement that the Congress could not adjourn without the 
passage of a balanced budget except in time of a declared war or 
a national emergency. 

Perhaps in the past many years the prospect of a balanced budget 
was such a matter of wishful thinking or remote accomplishment 
that any proposal along such line met with a certain amount of 
apathy. 

The budgetary dislocations of World War II, the Korean conflict, 
and postwar rehabilitation had first concern and rightfully so. Now, 
however, we have a stabilized economic situation in which we are 
enjoying not only the highest but a constantly increasing produc- 
tivity. We also have a stabilized international situation in which we 
are enjoying a measure of peace unknown for some time. 

The combination of the two makes a reasonably predictable situa- 
tion where we can tailor our national outgo to national income and 
demonstrably can meet the current needs both in domestic and 
foreign program. 

Certainly at no time in the foreseeable future will we be in better 
condition than today to come to grips with the vital matter of budget 
balancing and a method of making it an automatic procedure, not 
left to the chance whims of a topheavy bureaucracy or at the mercy 
of every political breeze that blows. 

I do not mean to say that budget balancing is a matter of easy 
achievement. Certainly when more than two-thirds of one’s budget 
consists of defense and allied items, balancing is not easy to come by. 
Yet such is the resiliency of our economy that we have been able to 
do so and if we can do so under the present circumstances, we cer- 
tainly should be able to do so in the foreseeable future. 
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This resolution, however, is not dependent upon foreseeable budget 
balancing because it provides the safety valve of an unbalanced budget 
in times of declared war or grave national emergency, as I have already 
stated. 

Except for such occasions there is no legitimate excuse for an un- 
balanced budget and the provision of the proposed constitutional 
amendment would merely guarantee a fiscal responsibility on the part 
of the Executive and the Congress. 

I am not one, Mr. Chairman, who feels that a balanced budget is 
a matter of merely bookkeeping figures. To me it represents the 
integrity of the dollar and the responsibility of our Government 
toward its citizens in the protection of the purchasing power of their 
dollars, the value of their investments and securities and the value of 
our social-security program. 

The volume of mail coming to my office on the subject of shrunken 
dollar values is an all too painful reminder of how we have not lived 
up fully to our responsibility in the past. The mere existence of a 
vast and increased national debt is bound to cause almost uncon- 
trollable inflationary pressure. 

The only way that situation can be brought under control is to have 
on record a firm clear-cut policy in regard to additional indebtedness, 
coupled with actual performance along the line of reducing the existing 
debt. 

We are all familiar with the round figure of $280 billion of debt. 
Perhaps we are not quite so familiar with more dramatic ways of 
stating this cold figure. It is a figure greater than the combined 
indebtedness of all the rest of the governments of the world put 
together. 

It is obvious that if we started off paying this amount at the rate 
of $1 billion a year, it would take 280 years to pay it off. 280 years, 
Mr. Chairman, is just 115 years longer than the total lifetime of this 
country from its birth as an independent nation up to the present time. 

Stated another way, if we should start paying this rate off at the 
rate of $1 million per day for every single day of the year it would 
take 769 years to pay it all off. And finally, Mr. Chairman, the 
amount of yearly debt service figured at simple interest at the rate of 
3 percent comes to $8.4 billion. 

Sobering as these figures may be, it is even more sobering in the 
face of the fact that it is quite apparent as I have been predicting for 
some time that the so-called cold war is shifting from the military to 
the economic front. As champion and rallying point for the free 
world we are going to have to meet cold war economic competition 
and we certainly cannot do so unless we put our financial house in 
order first. 

Economic war, unlike military war, is not a succession of ‘crash’ 
programs, but is a war of slow attrition, and we must get ourselves 
in the utmost state of economic health in order to carry on that 
grueling campaign. 

First, we can hardly preach economic stability to our friends and 
allies if we are not a shining example of it ourselves, nor will we have 
the primary weapon of an economic war, capital for expansion and 
development, both at home and abroad, if we do not achieve a budget- 
ary balance in our own fiscal situation. 

Mr. Chairman, Senator Byrd and I have sought for a long time and 
explored many fields of arriving at some procedure that would auto- 
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matically, except in time of war or time of grave emergency, that 
would through the forced cooperation of the Executive and the 
Congress bring this about. 

Now, we found objections to many of the fields that we explored. 
The resolution which we have introduced, while there could be 
objections to it, as you can object to anything, seems to us, and seems 
to me, to be the most reasonable approach to this problem that has 
been suggested to date. 

And in my judgment, if we should adopt it, and it could be part 
of our Constitution, it might in the years ahead save this country. 

Thank you very much. 

Chairman Kerrauver. Thank you very much, Senator Bridges. 

May I just ask one question, Senator Bridges? 

Your experience with legislative rules or expression of intention in 
matters of this sort has proven unsatisfactory? 

Senator Brings. I think that today, Senator Kefauver, that the 
pressures on the Executive and on the Congress are all—not all—but 
are largely for big spending, or for spending for specific problems. 
And spending seems to be the popular road to take. 

I think, therefore, recognizing that fact, and the fact that some- 
times we have labored in vain to bring about the economics we feel 
we should, and to keep either the Executive or the Congress from 
running wild on these things, that this automatic setup which we pro- 
pose in this resolution—where the President must submit a budget 
within the probable income of the Government and the Congress in 
turn, if it exceeds it, adds to that budget, must provide the revenue 
before it can adjourn—is the only solution I see that would have any 
force or effect, and I think it vitally needs it. 

Senator Kerauver. Thank you very much, sir. 

Senator Byrd or Senator Curtis, do you want to ask Senator Bridges 
any questions? 

Senator Byrp. No questions. 

Senator Curtis. No, sir. 

Senator Kerauver. Thank you for your very fine statement, 
Senator Bridges. 

Before proceeding further, a report has just been received from Mr. 
Burgess, the Acting Secretary of the Treasury, which we will order to 
be printed in the record. 

(The report from Mr. Burgess is as follows:) 





TREASURY DEPARTMENT, 
Washington, June 12, 1956. 
Hon. James O. EASTLAND, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. CnHartrMan: Reference is made to your letter of June 6, 1956, 
relative to hearings before the Subcommittee on Constitutional Amendments of 
the Committee on the Judiciary on Senate Joint Resolution 126, proposing an 
amendment to the Constitution of the United States relative to the balancing 
of the budget and Senate Joirt Resolution 133, to limit the spending powers 
of the Congress and to provide for reduction of the national debt. 

While the Department does not believe it necessary to have representatives 
present at the hearings, we would like to make the following comment with 
respect to the proposals. 

The Treasury Department has consistently emphasized the importance of 
bringing expenditures and revenues into balance and reducing the public debt as 
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fundamental objectives of sound fiscal policy. The Department would, however, 
recommend against the relatively inflexible methods that would be provided to 
achieve those objectives under the proposed constitutional amendments. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
W. RanpoipH BurGEss, 
Acting Secretary of the Treasury. 

Chairman Kerrauver. For the benefit of the press, omitting the 
first paragraph in which the resolutions are described, Mr. Burgess 
says: 

While the Department does not believe it is necessary to have representatives 


present at the hearings, we would like to make the following comment with 
respect to the proposals. 


The Treasury Department has consistently emphasized the importance of 
bringing expenditures and revenues into balance and reducing the public debt 
as fundamental objectives of sound fiscal policy. The Department would, how- 
ever, recommend against the relatively inflexible methods that would be provided 
to achieve those objectives under the prepote constitutional amendments. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

The letter is addressed to Senator Eastland. 

Senator Bripges. In other words, they are opposed to this resolu- 
tion; is that right? 

Chairman Keravuver. That is the inference that I get from it. 

Senator Bripers. I think the Treasury Department and Mr. 
Burgess are certainly out of place, if they are for a balanced budget, 
if they are for that, looking ahead, I certainly think that the Treasury 
should be up here favoring this rather than opposing it. And what 
they say, as far as I am concerned, has no effect on me. 

Senator Byrd, you may proceed at this time. 


STATEMENT OF HON. HARRY F. BYRD, A UNITED STATES SENATOR 
FROM THE STATE OF VIRGINIA 


Senator Byrp. Mr. Chairman, my distinguished colleague, Senator 
Bridges, has covered the presentation of this matter very aptly, and 
I will try not to cover the same territory. 

As he says, the purpose of this amendment, proposed amendment 
to the Constitution, is to establish this Nation on a pay-as-you-go 
basis, except in times of grave national emergency. 

I just want to give you a few facts as to the past history of the fiscal 
policies of this Government. 

For 120 years we operated on a strictly pay-as-you-go basis. The 
debt in 1916, for example, was only $1 million. Andrew Jackson paid 
off the public debt in toto, and he claimed that when he left office as 
one of the greatest achievements of his administration. 

We began deficit spending in World War II. Up to that time, as 
I have said, we operated practically entirely on a pay-as-you-go basis. 
And it is my opinion, Mr. Chairman, that those wise men who laid 
down the fundamental principles of this Nation, making us the greatest 
constitutional democracy the world has ever seen, never contemplated 
in times of peace that the Nation would add year after year to our 
public debt. They thought, and properly thought, that the excessive 
spending would be curbed by excessive taxation. That is to say, if 
Congress spent more than its income in time of peace, then the im- 
position of taxes would create a reaction which would bring about a 
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reduction of excessive spending and thereby maintain a balanced 
budget. 

Now, these figures, I think are interesting. In 1917, 1918, and 1919 
the World War deficits were about $40 billion. And then from 1919 
to 1931 they were all surplus years. Each one of these years we had 
surpluses. And we reduced the indebtedness of World War I down 
to about $16 billion. And that was the debt when we began to spend 
in 1933. 

Now, since that time, Mr. Chairman, we have operated in the red 
continuously—I think I can make that statement—continuously for 
25 years. It is true that we have had inadvertent surpluses—I use 
the word “inadvertent” advisedly, because the 3 years in which we 
have had surpluses were not anticipated. They were brought about 
at one time by the ending of the Korean war and the cancellation of 
contracts. They were brought about again when the inflation began 
and the income revenue exceeded our estimates. And this year, in 
which we are going to have a surplus, was likewise inadvertent. 

Chairman Krerauver. What are those other years? 1946? 

Senator Byrp. I think it was the end of the war. 

Senator BripGces. 1947 and 1948 and 1951. 

Senator Byrp. In one instance the ending of the Korean war re- 
duced the expenditures as anticipated, and that brought about a 
balanced budget. 

Let us take this present year. It was not anticipated that we would 
have a revenue balance of any consequence—a very small one to start 
with. It now appears that our balance on July 1 for this year would 
be approximately $2 billion, which was again caused by an unexpected 
boom in business conditions that brought in increased revenue, and 
not reduced spending. 

The point 1 want to make, Mr. Chairman, is that not a single year 
of these surpluses that we have had in the past 25 years has come from 
a reduction of expenditures. 

And I am very happy that as chairman of the Finance Committee 
I have had a conference with the Secretary of the Treasury, Mr. 
Humphrey, and there will be a reduction for the first time in the 
debt ceiling. We have a debt ceiling, as you know of $275 billion 
on a regular basis, and a temporary increase of $6 billion. And it is 
agreed that as of July 1 the temporary $6 billion will be reduced to 
a temporary $3 billion. So that the debt ceiling will be $278 billion 
instead of $281 billion. 

Now, it is interesting, I think, to note, too, that since I came to the 
Senate, which was March 4, 1933, that there has been an increase in 
the public debt of 1,700 percent. And today the interest charge on 
the public debt is 10 percent of the total expenditures of our Govern- 
ment. In other words, if we didn’t have this interest to pay we could 
reduce taxes across-the-board by 10 percent. 

I think, Mr. Chairman, that this astronomical debt which is hanging 
over the heads of our people and which, as Senator Bridges said, will 
not be paid for many, many years, if ever—and I predict, as I have 
done before, that the interest on this debt will exceed the principal 
of the debt before it is paid, probably not once, but more than once, 
a number of times, because there is no prospect as I can see now of 
making any early reduction in the debt of any great consequence, as 
long as we continue to spend the sums that we are now spending. 
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So I think it is imperative—as Senator Bridges says, he and I and 
others interested in this matter have examined many different ways 
whereby we can do something to bring about a balanced budget. 

Now, this resolution that we propose has three sections to it, which 
I think are all reasonable and all fair and will bring the desired results. 
The first is that the President, himself, cannot bring in, cannot present 
a budget that is in excess of the estimates of the receipts. That is a 
fair restriction on the President. We must recognize, Mr. Chairman, 
that many States have those restrictions. Virginia, for example, 
cannot have anything but a casual deficit under the Constitution. 
In other words, it must be a deficit that is not anticipated, otherwise 
it is not a legal defict. Cities and counties in Virginia can only borrow 
to the extent of 18 percent, I think it is, of the excess value of the 
property. Itis nothing new whatever to limit expenditures that bring 
about the deficits that must be added to the public debt. 

That is the first part of this resolution, that the President shall not 
submit to the Congress a budget in excess of the estimated revenues. 

And then it provides that if Congress proposes to increase the ex- 
penditures as they are submitted by the President, that it shall 
continue in session until they raise the taxes to pay for those expendi- 
tures, going back to the democratic principle that if you spend you 
must tax, and that the taxpayers that pay the increased taxes will be 
much more conscious then of the expenditures in excess of estimates 
and thereby adding that amount to the debt for themselves and their 
grandchildren and descendants for many, many years to pay. 

We are not going to pay this debt, Mr. Chairman, we all know that. 
It is going to be our children, our grandchildren for generations to 
come that will have to pay it. 

And then it provides as a safeguard in case of war or other national 
emergency: 

If the President shall so recommend, the Congress by a vote of three-fourths of 
all the Members of each House may suspend the foregoing provisions for balancing 
the budget for periods, either successive or otherwise, not exceeding 1 year each. 

As I say, a number of us have been working on this problem for a 
long time. And we think this is the simplest and the fairest and the 
most practical method that could be devised. 

I have just one more comment to make. And that is in regard to 
these unexpended balances, which makes it more important to have 
a provision of this kind. 

We have unexpended balances today, or will have on July 1—and 
when I say ‘‘unexpended balances’ I mean amounts that have been 
appropriated but not spent—we have unexpended balances of previous 
appropriations of $74.6 billion. That does not count the appropria- 
tions that will be enacted at this session. 

Now, the appropriations that are recommended for this session are 
$66.3 billion, making a total available on July 1 of expenditures of 
$141 billion. — , 

That is a situation that only arose, I think, during World War II. 
They began to accumulate these enormous unexpended balances. 

Chairman Kerauver. Senator Byrd, on those unexpended balances, 
how long do they remain if unexpended? 

Senator Byrp. They remain available until spent. 

Chairman Kerauver. You mean even after the ending of the term 
of Congress? 
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Senator Byrp. Some appropriations—I think you know this better 
than I do, Senator Bridges—expire in the year in which they are 
enacted; others do not expire if they are unspent. But they continue 
as a rule, they are very rarely ever canceled. 

Chairman Kerauver. I thought this was a general rule, that one 
Congress is not able to act for another, if an unexpended balance were 
not used up by the end of the term of Congress. 

Senator Byrp. Some of these unexpended balances, of course, are 
under obligation—for instance, contracts are made which extend 
beyond that year. 

Senator Bripars. As Senator Byrd said, in the foreign aid, in the 
Military, and so forth, they keep—for instance, in an ordinary depart- 
ment such as the Federal Communications Commission, just as an 
example, unless there is some provision for extending the appropria- 
tion it would lapse at the end of the year, their regular appropriation. 
But on many things where the big spending i is it Is a carry over. 

Senator Byrp. And _ these figures s, Mr. Chairman, are actually 
official—that is to say, on July 1 the balances of appropriations, not 
counting this current year, will be $74.6 billion. Now, that is avail- 
able appropriations that have either been reenacted or enacted with- 
out limit, or otherwise. That is the official statement of the Treasury. 
This year’s appropriations will be $66 billion. When I speak 
“this year’s,” I mean the fiscal year beginning July 1, 1956, that is 
known as the 1957 fiscal year, as you know. 

If you add those two together you have got unexpended balances of 
$141 billion. Now, theoretically, of course—it would have to be 
theoretical, because the money would not be available to pay for it— 
theoretically that $141 billion can be spent any time after July 1; 
there is no restriction when it can be spent, except the restriction of 
not having the funds available to pay it with. And I hope that some 
day something can be done to reduce these unexpended balances. 
And I think when this present administration came in efforts were 
made. But it remains approximately the same. And that makes it 
more important for legislation of this kind whereby you can’t spend 
in a year more than the estimated income for that particular year. 

Now, Mr. Chairman, I won’t take any more time, except to say 
that this matter has been worked over by experts in and out of 
Government. As I understand it, the Treasury did not come out 
very heartily against this plan, but indicated it was a limitation—I 
think that was the language 

Chairman Krerauver. They thought it was inflexible. 

Senator Byrp. Inflexible. I don’t think there is any great merit— 
it says “relatively inflexible’’—I don’t know what “relative’’ means— 
I don’t think that any governor of the State—I have had the honor 
to be Governor of Virginia—we are not permitted to bring in a budget 
in excess of revenues; we are not permitted to have a deficit. And 
other States have those regulations. The Virginia constitution says 
that the only deficit Virginia can have is a casual deficit, namely, a 
deficit that wasn’t anticipated. 

So I hope the committee will give consideration to this. It has 
been carefully considered by quite a number of people. And I cer- 
tainly think that it is workable, I think it is practical. And I don’t 
think it is any unreasonable restraint upon the executive branch of 
the Government. 
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I thank you very much, Mr. Chairman. 

Chairman Kerravuver. Senator Byrd, so as to get the legislative 
intent and 1 or 2 other items cleared up as a matter of interpretation, 
is this $74.6 billion which you have referred to as unexpended balances, 
is that computed as part of the national debt of $281 billion? 

Senator Byrp. Not until it is spent. 

Chairman Keravver. Not until it is spent. So as of now the 
national debt is $281 billion, plus the obligation in the event it is 
spent, of $74 billion-plus. 

Senator Byrp. In answer to that question, there is only one simple 
thing that I have found out about the Federal Government, and that 
is that the deficit of the surplus is determined entirely by the cash 
income and the cash outgo of the respective years—in other words, 
obligations are not considered, neither are funds considered that are 
due the Government and haven’t been collected, it is strictly on a 
cash basis. 

Chairman Krrauver. From time to time we hear about two dif- 
ferent kinds of deficit. One seems to be a cash deficit, and the other 
a bookkeeping deficit. How would you define a deficit within the 
meaning of these resolutions? 

Senator Byrp. A cash deficit, on a cash basis of estimating the 
deficit or surplus, takes into consideration that the revenue that goes 
into these various trust funds, which are dedicated to certain purposes, 
and is included as income. For example, the Social Security is now op- 
erating on a surplus basis of nearly $2 billion a year. Some day it will 
be changed when those who are in this system become 65. Every year 
a great number of them become 65. The cash basis contemplates, 
for example, that that $2 billion shall be considered as an ordinary 
revenue, although the Federal Government has no ownership of it, 
it is not derived from taxation, it is derived from the payments made 
by the employer and the employee, for the one purpose of giving to 
that employee old-age security. And I have always contended 
strongly that any method of estimating revenues such as that is a 
dishonest method, because it attempts to take into consideration 
revenue coming into the Federal Government which doesn’t belong 
to the Federal Government. 

You take another instance of unemployment insurance. There are 
frequently 7 millions of surplus in that, and unless there is unemploy- 
ment there is no payment. That money is strictly paid by the em- 
ployer to pay unemployment benefits when unemployment occurs, 
that is, it doesn’t belong to the Federal Government. 

Chairman Keravver. It is not available for the payment of the 
general operating expenses of government. 

Senator Byrp. That is right. And so it has been accepted by both 
Democratic and Republican administrations that they should have 
what you call the administrative budget, which is the budget of the 
taxation on one side and the Federal expenditures on the other. 

It may be interesting, Mr. Chairman, to know that we have twenty- 
odd of these different. trust funds now, amounting to 40 or 50 or 60 
billions of dollars. The Federal Government borrows the money 
from those trust funds and then pays the current rate of interest 
and actually gives the bonds to the trust fund. So it is a transaction 
which is perfectly proper, because it is perfectly plain there wouldn’t 
be any other way to invest this collosal sum of money, which 
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aggregates 30 or 40 billion unless it was invested in Government 
bonds. It wouldn’t do to leave that money in the banks, it wouldn’t 
do to permit the trustees to invest in private companies or private 
business or anything like that. 

So Senator Vandenburg and I many years ago got the resolution 
that the money would go into the trust funds, and then would be loaned 
to the Government, but the Government would then turn over bonds 
to the trust funds. Now, if the trust fund ever needed money those 
bonds would have to be sold, of course, and the money replaced in the 
Treasury. 

Chairman Keravuver. Then in your definition, within the contem- 
plation of this resolution, a balanced budget would be an adminis- 
trative balanced budget and not actually a cash one. 

Senator Byrp. That is right. 

Chairman Kerrauver. In which the payment into these trust 
funds was considered as income. 

Senator Byrrp. That is right, Mr. Chairman. I based that upon 
the premise that this money, this so-called cash income money, does 
not belong to the Federal Government. It belongs to the people that 
paid it, and it is for a dedicated purpose, and it should not be used for 
general revenues of the Government. 

Chairman Krrauver. Well, does the definition of the balanced 
budget mean income as against actual expenditures or authorized 
expenditures? 

Senator Byrp. Actual expenditures. 

Chairman Keravver. In other words, the amount of this $74.6 
billion which has been unexpended would not be considered on the 
deficit side until unexpended. 

Senator Byrp. Of course not. I don’t reckon there is any business 
corporation in the world that keeps its books like the Federal Govern- 
ment, and yet, I don’t know of any other way it can be done. For 
instance, the Federal Government can make an investment which has 
a realizable liquidation—for instance, the RFC. But the assets of the 
RFC were never regarded as current assets of the Government. And 
it is entirely on a basis of cash in from taxation and the cash out for 
Federal disbursements. A deficit is arrived at by the condition that 
exists at midnight June 30 of each year, I mean, deficit or surplus, 
whichever it may be. 

Chairman Kerrauver. I wanted to ask about that feature, too. 
There has been some suggestion that we ought to have two kinds of 
budgets, a different kind of budget for capital investments like you 
referred to of loans to the RFC, which will be repaid, or appropriations 
to some self-liquidating project, and that they ought to be kept on a 
capital investment budget. As of now they are all figured together. 

Senator Byrp. That is right. Of course, when the RFC was liqui- 
dated, as it is being done now, the money that is derived from that 
liquidation comes into the Treasury as revenue, because it was paid 
out of the Treasury in the original instance. Now, some of these 
corporations, as you know, Mr. Chairman, issue their own bonds, as 
the RFC did, and they were guaranteed by the Government. Of 
course, that then doesn’t enter into the budget picture at all. 

I don’t see—it is a very interesting question, I have often thought 
of it—I don’t see how you can set up a list of assets of the Federal 
Government, because the Federal Government is not in business to 
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make money. You take the parks, with 25 million acres, they are a 
liability, not an asset in the sense of revenue. 

Chairman Kerauver. | think the Rural Electrification Adminis- 
tration at the present time, I think appropriations for the REA are 
considered expenditures, although actually, they will be repaid or are 
supposed to be repaid. 

Senator Byrp. Well, if they are considered expenditures in the first 
instance when they are ‘paid, they are considered as revenue when they 
are paid back, they are balanced off in that fashion. We can all 
readily see—I don’t know how many millions of acres the Government 
owns, a great many millions of acres of land, but most of that land is 
a liability. There are a few instances where the Government has 
made a profit on certain transactions, but they are very minor com- 
pared to the total Government ownership. 

If the Government puts up a dam, that is an asset in the fact that 
dam is there, if it were sold it would be sold for a certain amount of 
revenue. But it doesn’t produce revenue as arule. In some cases 
it might, but not as a rule. 

Now, the Hoover Commission got a very elaborate statement made 
of all the assets of the Federal Government, which is most interesting. 
but they did not recommend that those assets be considered on a 
balance sheet as affecting the current budget. 

Chairman Keravuver. If this resolution were adopted and a con- 
stitutional amendment were voted by the States, it would be within 
the right of the Congress to determine from time to time what kind of 
system they wanted to adopt to define a balanced budget—that is, if 
they wanted to set up a system like a private business would have, of 
capital expenditures—— 

Senator Byrp. It says: 





If the Congress shall authorize expenditures to be made during such ensuing 
fiscal year in excess of such estimated receipts— 
take the RFC. When that was liquidated, there was an item in the 
budget taking a credit for the receipts from the RFC, which are not 
strictly receipts from taxation, but the receipts from funds that were 
spent out of the General Treasury, given to the RFC, and the RFC 
loaned the money to the corporations, and so forth, and therefore it 
became subject to being a revenue when it was paid off. 

It would depend on what was the interpretation of the word 
“receipt,’’ | should think. 

Mr. Chairman, if there is any real question involved about what the 
so-called cash budget—it is unthinkable to me that the Federal 
Government would attempt to take ownership over these different 
funds that are paid by different individuals for a given purpose. 

Take the social security fund, which is the biggest fund of all we 
have. We have a balance in that fund today of about $25 billion. 
There doesn’t a dollar of that that belongs to the Federal Government. 
The Federal Government didn’t contribute a cent. It has been solely 
self-sustaining up to this date. 

It is paid by a tax, first on the employer, and secondly on the 
employee, of equal amounts. And the reason we have this large sur- 
plus today is because the wage earners that have been paying this tax 
have not become 65. As you know, it was first started in 1935, and 
the coverage was very limited. 
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Just recently the Finance Committee reported out a bill that prac- 
tically gave a complete coverage, with the exception of the doctors, 
who didn’t want to be included. 

So it was readily understandable that as years go on, the demand 
upon this trust fund will, of course, increase above the revenues 
received by current taxation paid by the em loyer and the employee. 

Chairman Keravuver. Was the so-called balanced budget the last 
— year brought about by considering the income to these trust 

unds? 

Senator Byrrp. No; that wasn’t included at all. In fact, the Fed- 
eral Government pays out of the general revenue the interest on the 
bonds that the trust funds hold at an average rate of 2% percent. 

Senator Kerauver. This balanced budget we are going to have 
this yea", is that a true balanced budget? 

Senator Byrp. That is a true balanced budget. 

Senator Kerauver. And it does not consider any payment into 
the trust funds? 

Senator Byrp. That is right. Up to this date, there has been a 
good deal of talk about it, but there has been no action taken that 
changes the system that has always existed, so far as I know, of 
determining whether the budget is in balance or out of balance, as 
the case may be. You have got the unemployment insurance, you 
have got the park insurance. That is entirely paid by the bank to 
insure the bank deposit. 

Chairman Keravuver. And they have all these brotherhood pension 
funds, or retirement funds. 

Senator Byrrp. Yes; such as the railroad retirement fund. There 
are quite a few of them. There is the Federal retirement fund; that 
is a considerable fund now. And all of them are kept separate, 
insofar as the income is concerned, and not considered as a general 
revenue of the Government against which the Government could 
appropriate and spend money. 

t would be very wrong to ever change that. It is not the Govern- 
ment’s money; it doesn’t belong to the Government. 

Chairman Kerravuver. Senator Byrd, in the estimates of receipts, 
the President shall set forth—shall transmit to the Congress a budget 
which shall set forth his estimates of the receipts of the Government, 
and then in lines 5 and 6 it talks about “which shall not exceed such 
estimate of receipts.” 

Whose estimate will be binding, the President’s or the Congress’ 
estimate? 

Senator Brrp. Well, it will necessarily be the President’s. He will 
first have to send the estimate, because he makes up the budget—he 
starts making up the budget m September, and he presents it to the 
Congress in January, and he estimates the revenue at as late a date 
as he can. That isn’t necessarily a perfect estimate, as we know the 
estimates have frequently been in error. But it is the closest that 
you can come to it. 

Chairman Kerrauver. Suppose, then, that Congress enacts an 
additional tax other than the one that is included in the President’s 
estimate of receipts. Does the President then make a further 
estimate? 


80434—56——3 
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Senator Byrp. It is provided here that if Congress does enact—if 
Congress shall authorize expenditures in excess of such estimated 
receipts— 

It shall not adjourn for more than 3 days at a time until action has been taken 
to balance the budget for such ensuing fiscal year. 


In other words, they can’t adjourn until they raise the necessary 
revenue, 

Chairman Kerauver. I suppose, then, that sentence would con- 
template that the Congress’ estimate of receipts from additional taxes 
evidently would be the guide; is that correct? 

Senator Byrp. That is right. You see, another difficulty, Mr. 
Chairman—lI don’t want to take up too much time—but another 
difficulty about our budget system is that we are really making 
estimates 18 months in advance. 

The estimate comes in January, and that is for the fiscal year 
beginning the first of the next July and ending the first of the following 
July. I don’t know any way to change that, because we have got to 
have some kind of an orderly presentation to Congress, and neces- 
sarily in those 18 months it may not be exact—it hasn’t been in the 

ast. 
, The Presidents that I have served under, Roosevelt, Truman, and 
Eisenhower, have made several billion dollars of errors in estimates. 

Chairman Krrauver. It depends on how business goes. 

Senator Byrp. Yes, you have got to anticipate it. But unless 
there is some unusual condition, unless there is something that hap- 
pens—but I don’t think this present boom that we are now enjoying 
was fully anticipated within the budget that we now operate under, 
which was made nearly 18 months ago—I mean, I think it has gone a 
little beyond the extent they anticipated. And that is the reason for 
this surplus that we have on June 30. 

Chairman Krrauver. Senator Byrd, in the provision for special 
consideration in the case of war or other grave national emergency, 
are the words ‘other grave national emergency”, in your opinion— 
do they refer only to military or security emergency, or might they also 
refer to something like a depression? 

Senator Byrp. I should think it would be any emergency that 
three-fourths of the Congress regards as an emergency. This says— 
in case of war or other grave national emergency, if the President shall so recom- 
mend, the Congress by a vote of three-fourths of all the members of each House. 

Chairman Krrauver. In other words, if they should have a de- 
pression, and in the opinion of the. President and three-fourths of 
Congress it was necessary to take some emergency measures—maybe 
pump priming, or something—to help remedy the depression situation, 
that can be considered a grave national emergency? 

Senator Byrp. I am not a lawyer, but I assume it could, because it 
says ‘‘war or other grave national emergency.” 

Chairman Keravuver. I would think that would be economic as 
well as military emergency. 

Senator Byrp. It uses the word “‘or’’, “in case of war or other grave 
national emergency.”’ But of course "the President has got to regard 
it as such, and three-fourths of the Houses of Congress. 

Chairman Krravuver. I think that would be one of the questions 
that would naturally be asked, whether that referred to military 
emergency or whether it could be an economic emergency. 
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Senator Byrp. My opinion is that it is intended to be, on account 
of the word “or” being there. It says ‘‘war or other grave national 
emergency.” The only determination, then, would be if the President 
so recommended, and then the Congress agreed with his recommenda- 
tion to the extent of three-fourths vote in each branch. I think there 
should be elasticity in a grave emergency. 

Chairman Keravuver. Mr. Smithey, are there any points that you 
think ought to be clarified? 

Mr. Smiruey. Only one further question, Senator, with relation to 
the three-fourths vote of all Members of each House. I presume that 
that relates to the entire membership, and it would be possible for, 
say, 25 Senators to absent themselves from the chamber and thereby 
defeat any possible amendment of these provisions. Is that true, 
sir? 

Senator Byrp. That is the way it is written. The President shall 
so recommend, and Congress, by a vote of three-fourths of all the 
Members of each House. 

Chairman Krravuver. Does that mean those present and voting? 

Senator Byrp. It says, “all”. That is more or less of a detail. 
in I would read it just as a layman that if you say all of the Mem- 

ers 

Chairman Keravuver. It would be three-fourths of the constitu- 
tional House and Senate. 

Senator Byrp. That is the way it is written now. 

Chairman Kerauver. What do you think about that now, Senator 
Byrd? Do you think that is too strict a requirement? 

Senator Byrp. I haven’t given any great thought to that feature. 
I do not think there would be any objection to saying ‘“‘of those 
present”. In the case of a grave emergency I believe that most 
Members of Congress would be there. I have never seen any large 
absenteeism in the time I have been in the Senate when there have 
been matters of grave consequence before the Senate. 

Chairman Keravver. Of course, in the House I think that usually 
there are some vacancies. 

Senator Byrp. “Of all the members’”—that would be exclusive of 
vacancies, I should think. 

Chairman Keravuver. I don’t know. We have had some—we 
passed a resolution for a constitutional amendment in the Senate 
which is now pending in the House which contemplates taking care 
of a situation where we might have an atomic attack. And there 
might be quite a number of vacancies in either House. But then, as 
I understand it, that is a detail—that is a matter for consideration 
by the committee. 

Senator Byrp. That is a matter that should be given consideration. 

Mr. Chairman, I thank you very much for this opportunity. 

Chairman Krerauver. Thank you very much, Senator Byrd, for 
a very full and enlightened presentation of your position about 
this amendment. 

Senator Curtis, before you start, could we have a 5-minute recess. 

Senator Curtis. Yes. 

(A short recess was taken.) 

Chairman Keravuver. Senator Curtis. 
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STATEMENT OF HON. CARL T. CURTIS, A UNITED STATES SENATOR 
FROM THE STATE OF NEBRASKA 


Senator Curtis. Mr. Chairman, I am grateful for the opportunity 
to appear here in support of Senate Joint Resolution 133, introduced 
by me. The purpose of this proposal is to limit the spending powers 
of Congress and to provide for the reduction of the national debt. 
This proposal, if enacted, would compel the Federal Government to 
go on a pay-as-you-go basis. 

First 1 want to pay my respects to the senior Senator from Virginia, 
the Honorable Harry Byrd, and the senior Senator from New Hamp- 
shire, the Honorable Styles Bridges, and to commend them for the 
work they have done in this field. For a period of about 10 years, I 
have given attention to the writing of a constitutional amendment 
that would be a workable plan for requiring the Federal Government 
to live within its means. I believe that one of the most important 
problems facing this generation is to end deficit financing on the 
part of the Federal Government and to reestablish our financial 
responsibility. I further believe that we should no longer put off the 
i out of a systematic and orderly way of reducing our national 
debt. 

When Senate Joint Resolution 126 was introduced this year by 
Senators Byrd and Bridges, it appealed to me as having some very 
fine features. I believe that the scheme of making the amendment 
enforceable is the best approach along this line that has been offered 
yet. I therefore, with their consent, incorporated it in my proposal, 
Senate Joint Resolution 133. I have made two rather significant 
changes in my proposal. I have no pride of authorship, and I hope 
that the Congress can soon decide upon the best possible language to 
reach this objective and submit a constitutional amendment to the 
States. I am inclined to believe that the necessary number of States 
would ratify such an amendment within a short while. 

Mr. Chairman, I want to speak briefly on the question of the need 
for a constitutional amendment to limt the spending powers of our 
Federal Government. It is not necessary that we point out the stag- 
gering figures of our national debt. The national debt is not being 
reduced. It has been more than 11 years since World War II 
ended, yet we have made no substantial reduction in the national 
debt by reason of taking in more money than we spend. It would be 
a mistake to assume that once the cold war comes to an end and the 
needs for national defense are lessened that our Federal debt will be 
reduced and that we will end deficit financing. In recent months 
Congress has enacted new programs, calling for new expenditures that 
probably will take up all of the reduction in military costs of the fore- 
seeable future. We need a constitutional restraint upon spending. 

The fact that there are over 50 bills before the present Congress 
which in one way or another seek to improve the fiscal procedures of 
the Congress and the executive branch definitely establishes the fact 
that there is a real need for improvement. 

Serious-minded men and women everywhere, in and out of Govern- 
ment, feel that our present procedures and the percent trend in 
Government financing are filled with danger. 

One of the finest articles that has been published on the general 
subject of spending and Government finances was written by Mr. 


——— 
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Herbert J. Miller, executive director of the Tax Foundation in July 
1954. This article was entitled, “‘Controlling the Federal Debt,” 
In that article Mr. Miller says: 


Voting for everything today which can be financed by mortgaging the future 
is as sure a path to disaster as history and an understanding of human nature can 
offer. Yet in the Federal fiscal procedure this issue is not related to the voting 
on authorized expenditures or tax levies, which are the determining factors in 
debt creation. The Federal Government needs fisca] procedures by constitutional 
and/or statutory mandates which make the incurrence of debt an issue in each 
fiscal year and relate that issue to expenditures and income. Without such our 
ship of state will have too much sail and not enough anchor. 

Mr. Chairman, because of the unusual value of this article by Mr. 
Miller I ask that a complete copy of it be incorporated at the end of 
my remarks and printed as a part of my presentation. 

Chairman Krravuver. Without objection, the article of Herbert J. 
Miller will be printed. 

Chairman Kreravuver. Could you enlarge a little bit on who Mr. 
Miller is? It says he is the executive director of the Tax Foundation. 

Senator Curtis. Yes. He is a distinguished authority on fiscal 
policy and Federal finance. And he has been associated in some en- 
deavors with former President Herbert Hoover. He was in the room 
a while ago. 

Yes, he is still here. 

Chairman Krravuver. Well, Mr. Miller is the man who has given 
this a great deal of consideration. 

Senator Curtis. Yes. 

Mr. Chairman, it is my contention that there ought to be a provi- 
sion in the Federal Constitution which would compel the Congress to 
see to it that the spending in each year did not exceed the revenues. 
A Constitution is a delegation of powers from the people to the Gov- 
ernment. The very liberties that we cherish in this Republic exist 
because of the limitation that is placed upon the powers of those who 
comprise our Government. We are a government of limited powers. 
The power to tax and the power to spend should be limited by the 
Constitution, so that in the absence of war or grave national emergency 
the cost of government is currently met. 

This is not a new innovation. Most of the States have some form 
of limitation on the authority of the States to go into debt. In 20 of 
our States the constitution requires a constitutional amendment for 
the State to borrow money beyond a certain stated amount. In 20 
other States there is a constitutional provision requiring a popular 
referendum before a State can exceed a restricted ceiling on its debt. 
Three other States have minor procedural restrictions. Only five 
States have no constitutional restriction at all upon the borrowing 
power of the State. 

These constitutional restrictions have worked successfully. Ac- 
cording to the findings of the Tax Foundation, the 20 States with the 
most restrictive provisions, where a constitutional amendment is 
necessary to incur debt, have an average per capita debt of only 
$43.24. Ifthe nine States in this group which have approved veterans’ 
bonus by constitutional amendment are excluded, the average drops 
to $11.82. 

In the 20 States with somewhat more lenient provisions, where debt 
must be approved by popular referendum, the per capita debt is 
$49.46. In the 8 States where there are no constitutional restrictions 
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or the provisions that are in effect permit the incurrence of debt by 
legislative act, the average per capita debt is $77.18. 

Mr. Chairman, I want to say that I am greatly disappointed over 
the attitude of the Treasury Department. I believe it is just as 
important to have a binding provision in the Constitution to preserve 
the financial integrity of this country as to protect our other liberties. 

Mr. Chairman, a voluminous argument could be presented upon the 
need for a constitutional amendment and mounting evidence could be 
submitted as to the effectiveness of a constitutional provision limiting 
the spending powers and controlling the debt. Let us now turn to 
some of the detailed features in the proposal before us. 

Mr. Chairman, I wish to call your attention to the first sentence of 
this proposed resolution. 

Chairman Kerauver. Are you referring to Senate Joint Resolution 
133? 

Senator Curtis. Both of them. 

The language in this sentence is identical in both Senate Joint 
Resolution 126 and Senate Joint Resolution 133. This first sentence 
reads as follows: 

On or before the fifteenth day after the beginning of each regular session of the 
Congress, the President shall transmit to the Congress a budget which shall set 
forth his estimates of the receipts of the Government, other than trust funds, 
during the ensuing fiscal vear under the laws then existing and his recommenda- 


tions with respect to expenditures to be made from funds other than trust funds 
during such ensuing year, which shall not exceed such estimate of receipts. 


I wish to call attention to the fact that this language deals with 
expenditures rather than appropriations. It is important that the 
Congress have control over the actual expenditures in order to avoid 
the evils that sometimes arise in the handling of funds known as 
carryover funds. This sentence will require the President to submit 
a budget that will not result in deficit financing. Certainly, in the 
absence of war or a grave national emergency, this should be done. 

However, the language of this sentence, standing alone, in my 
opinion is defective. It would be impossible for the President in 
submitting his budget to take into account the extension or renewal 
of certain taxes that might be expiring in the ensuing fiscal year. It 
would also make it impossible for the President in his budget message 
to recommend new taxes should a needed program arise that was 
fully justified and for which taxes should be levied. Therefore, 
Senate Joint Resolution 133 has this additional sentence, which I 
quote: 

The President in transmitting such budget may recommend measures for addi- 
tional revenue and his recommendations for the expenditure of such additional 
revenue. 

The next sentence—— 

Chairman Kerauver. Before you leave that sentence, Senator 
Curtis, the President recommends measures for additional revenue, 
that is, measures for additional taxation, what if the Congress doesn’t 
adopt those measures, and what if the Congress adopts other measures? 

Senator Curtis. It would make no difference. He is required to 
have a balanced budget. The enforcing section—which I will dwell 
on just a little bit later—doesn’t require the Congress to enact the 
President’s program of taxation, it requires him to take action to see 
that the budget does not become out of balance. 
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This would make it possible for the appropriation committees to 
explore tax proposals, and then after detailed hearings, to enact them 
in the usual way. 

Chairman Kerauver. Proceed. 

Senator Curtis. The next sentence of section 1 is the enforcing 
section of this provision. It is that part that would compel the 
Congress to end deficit financing. It provides that if Congress 
authorizes expenditures to be made in the ensuing fiscal year which 
will exceed the revenue that will be received that they shall not 
adjourn for more than 3 days at a time until action has been taken 
necessary to balance the budget for the ensuing year. 

Chairman Kerrauver. How does the sentence differ from the 
sentence in Senate Joint Resolution 126? 

Senator Curtis. None; there are 2 or 3 words that are different, 
because I have inserted that other sentence, but substantially the 
same. 

Chairman Kerravuver. The language ‘‘as provided in the first 
sentence of this section?”’ 

Senator Curtis. Yes, because I had an insertion in between. 

I believe that this provision is the most effective enforcement pro- 
vision that has been suggested in any of the many constitutional 
amendments that have been submitted in recent years. Congress 
will either have to reduce expenditures, or increase taxes, or stay in 
session and face the censorship of the Nation. 

The last sentence of section 1 provides that these provisions for a 
compulsory pay-as-you-go system of financing on the part of the 
Government may be set aside in time of war or grave national 
emergency, if the President so recommends and the Congress so votes 
by a three-fourths vote of the Members of each House. The necessity 
for such a provision is obvious. It would be foolish for us to so amend 
the Constitution that we could not adequately defend ourselves in 
time of war. I believe that requiring concurrence of the President 
and three-fourths of both Houses to set aside this provision in a grave 
national emergency would prevent these provisions from being set 
aside unless the emergency was very grave and unless American public 
opinion supported such action. 

Section 2 of Senate Joint Resolution 133 

Chairman Kerauver. Before you proceed with section 2, suppose 
three-fourths of the Members of Congress felt that there was a 
national emergency which justified setting aside this section, but the 
President had not so recommended or did not so feel. Do you think 
that Congress on its own initiative ought to be able to declare such » 
national emergency? 

Senator Curtis. No, I do not. I believe in the good intentions of 
our chief executives; past, present, and future. This does not give 
them any more power than the power they have at the present time 
to veto an appropriation. 

Chairman Keravuver. Except that it requires three-fourths of all 
Members. 

Senator Curtis. I was referring, Mr. Chairman, to the power of 
the Executive. 

Chairman Krravuver. In one case he must initiate something, and 
in the other case Congress can override his veto by two-thirds? 

Senator Curtis. That is true. 
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I believe this constitutes a limitation on spending that should be 
binding and effective. And I think the only time we should relax it 
is when it would meet these tests. 

Chairman Kerauver. Senator Curtis, the way both these resolu- 
tions are worded, if the President grossly overestimated the revenue, 
and Congress passed an appropriation based on his gross overestima- 
tion, you still have an unbalanced budget. 

Senator Curtis. That is true. But it would end the deliberate 
and intentional promotion of deficit financing. 

Chairman Keravuver. And on the other hand if you had a President 
who was very, very conservative on estimates, and he greatly under- 
estimated revenues, you might have a whole lot more than a balanced 
budget. 

Senator Curtis. That would be fine. 

Chairman Keravuver. Proceed, sir. 

Senator Curtis. Section 2 of Senate Joint Resolution 133 is not 
found in Senate Joint Resolution 126. It provides: 

The Congress shall have the power to lay and collect a special tax the proceeds 


of which shall be applied to the payment of the principal amount of the debt of 
the United States. 


Under our present system, all tax receipts must go into the general 
fund of the Treasury. This means that they are available for appro- 
priations. It is true that at the present time we earmark certain 
taxes for certain purposes. 

We have to resort, however, to appropriating into a trust fund or 
some such means to bring it about. I favor the right of Congress to 
levy a tax that could be used for reducing this huge national debt 
of ours and that the revenue from this tax should not be intermingled 
with the revenue in the general fund and it would not be subject to 
appropriation. 

The language proposed is permissive and not mandatory. 

In other words, Mr. Chairman, if section 1 of Senate Joint Resolu- 
tion 133 became a part of our Constitution, it would bring about a 
balanced budget for the Federal Government. Section 2 would permit 
> the Congress to levy a tax, even though it be a small one, and have the 
proceeds not available for appropriation but applied to the reduction 
of the principal of the national debt. Under such a plan, we could 
work out a systematic amortization of the national debt. 

I believe that governments in a sense are like families. The only 
way to get a debt paid is to pay it. The only workable way for most 
debts to be paid ‘is to gradually, but regularly and systematically, pay 
a small payment on the principal of the debt. 

The United States Government should not delay the time any 
longer for the regular and systematic reduction of the national debt. 

Mr. Chairman, ours is the oldest Government in the world.. We 
are a land of liberty and freedom. Our system of government is the 
best that has ever been devised. Is it unreasonable that we should 
pay the current costs of Government each year? 

Mr. Chairman, is it unreasonable that the United States Govern- 
ment start now to reduce its national debt? Some day our children 
may arise, look us in the eye, and say, ‘‘Does Uncle Sam really pay 
his debts?” 

Will the bonds the people of the country hold be really paid off, 
or will they merely be paid by the issuing of new bonds? Not only 
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is there a possibility that our children will ask that, but the nations 
of the world who are looking to the United States for leadership have 
a right to ask that question. 

Mr. Chairman, I urge the favorable consideration of a constitutional 
amendment carrying the best language that the Committee on the 
Judiciary can write, be reported to Congress, passed by the Congress, 
and submitted to the States for ratification. 

Now, Mr. Chairman, in addition to that article from the tax 
foundation, which I have already submitted, I would like to offer 
an editorial from the Omaha World-Herald of June 12, 1956, in 
support of such constitutional amendment. 

Chairman Krrauver. Without objection it may be included in the 
record. 


(The editorial is as follows:) 


[Omaha World-Herald, Omaha, Nebr., June 12, 1956] 
A BaLANcE BY Law 


A family which gaily wrote chec’s without paying any attention to its bank 
balance would soon be in trouble aplenty. 

More important, that system would be an invitation to spend loosely and 
recklessly. Deficits would almost surely show up, to be met with overdrafts if 
the family’s credit was good enough—or with bouncing checks and a call from the 
gendarmes. 

Not a very satisfactory way of handling a family’s finances—or a nation’s. 

Yet that is the kind of irresponsibility which the Federal Government shows in 
its taxing and spending. 

If the two balance, it’s usually an accident and in the last 20 years such an 
accident has happened only twice. Heavier taxes, uncurbed spending, deficit 
financing and mounting debt have been the monotonous story. 

Administrations come and go and with them come and go good intentions about 
cutting spending or relieving the tax burden. But these are intentions only— 
political promises subject to revision and evasion. 

Several Members of Congress have long been convinced that the only way to tie 
income to outgo is to amend the Constitution. They would balance the budget 
by law, on the theory that only the strong teeth of the Constitution itself hold any 
promise of enforcing fiscal responsibility. 

On Thursday the Senate Judiciary Committee will hold hearings on a proposed 
amendment by Nebraska’s Senator Carl Curtis and on another by Senators Byrd 
and Bridges. 

They are almost identical except that Mr. Curtis’s proposal permits a special 
tax to be levied, to be applied against the Federal debt. 

For the rest, both require that spending in any fiscal year be held within esti- 
mated income. If additional spending were approved, Congress would be re- 
quired to stay in session “‘ until action has been taken to balance the budget.”’ Both 
proposals allow for suspension of the amendment in case of war or other grave 
national emergency if the President recommends such action and if three-fourths 
of the Members of each House of Congress approve. 

Mr. Curtis and other witnesses doubtless will point out that such a procedure 
works in State government. 

Here in Nebraska, for example, balanced budgets are mandatory under the 
State constitution, and they have kept the State’s finances on a sound basis. There 
is no bonded State debt, and every legislator is constantly aware that spending 
must stay within tax revenues. 

No one pretends this arrangement is easy, but it works. And it helps to keep 
Nebraska solvent. 

An amendment requiring balanced Federal budgets should work equally well, 
and this newspaper has long advocated same. We commend Senators Curtis, 
Byrd, and Bridges for their untiring efforts in alerting the country to the need for 
such an amendment, and hope the Senate Finance Committee will act favorably. 


Senator Curtis. Mr. Chairman, I am inclined to believe that the 
majority of the American people want this to be done. I believe that 
80434—56——_4 
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there are more people in the United States who want in the first place 
sound, dinancially responsible conduct of Government to the end that 
this great system of ours can be preserved. Then there are people who 
would resist the necessary restraints that might prevent us from reap- 
ing disaster. . 

And, Mr. Chairman, I thank you very much for the time that you 
have allotted to us for this presentation. 

Chairman Kerauver. Senator Curtis, before you conclude, section 
2 of your resolution, 133, authorizing Congress to lay and collect a 
special tax for the liquidation of the national debt, is it not possible— 
could it not be done if Congress so willed in any event, as matters now 
stand? That is, does not Congress from time to time levy a special 
tax for a specified purpose, sir? 

For instance, in the road bill, the highway bill that we have up now, 
there are certain tax features which are supposed to be earmarked 
for the cost of that program. 

Senator Curtis. Yes, they do. But I believe if you will examine 
the highway legislation, you will find that they create a trust fund and 
pay those proceeds now into that. 

And in the case of social security, they have an earmarked tax, but 
that goes into the general fund. 

Then we have an annual, continuing, automatic appropriation. I 
believe that our Constitution currently requires all funds to go into the 
general fund, all revenue receipts. And once they are in there they 
are mingled with funds that can be appropriated and spent. 

Now, for Congress to levy a special tax to go for debt payment 
wouldn’t do any good unless our budget is in balance, because to levy 
a tax and pay off some debt and then have our budget create some more 
debt would not solve anything. So the two are inseparable. If in one 
part of your amendment we provide for a balanced budget, then the 
way is open for us to have a special debt-retirement tax, one that every 
American, when he paid it, would realize, ‘(Here I am paying for some- 
thing that lessens the burdens of my children and my grandchildren, 
and the generations of Americans for all time to come.” 

He would know that it would go into a fund that couldn’t be spent, 
that it couldn’t be intermingled. 

In answer to your inquiry, I would say that if the budget was in 
balance, the Congress could, without specially amending the Constitu- 
tion, levy a tax for debt purposes, but it would not be as simple as. 
direct. It could not keep that money from going into the general 
fund where it is intermingled with our current costs of government. 

Chairman Krrauver. Thank you very much, Senator Curtis. 

Senator Curtis. Thank you. 

(The article previously referred to is as follows:) 


[Tax Review, July 1954] 
CONTROLLING THE FEDERAL DEBT 
By Herbert J. Miller, executive director, Tax Foundation 


Nearly everyone voices worry over the increasing Federal debt. The disaster 
at the end of the fiscal road we are traveling is pictured so constantly by group 
and individual pronouncements that there is growing wonderment why we cannot 
manage our financial affairs to make more debt. unnecessary. Before this wonder- 
ment generates a craven acceptance of the idea that controlling debt is hopeless, 
the source of our fiscal danger must be identified. 
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What. is the source? The stock answer is that more people sapport than 
oppose spending financed by borrowing, and that Congress is responsive to this 
decision. 


Behind easy generalizations lies the real source of our dangerous debt situation: 
There is no ohise in congressional procedures where the authorization of expendi- 
tures is related to income from taxes or to the incurring of debt. Where and when 
can a Member of Congress exercise his right to oppose, or assume his responsibility 
for incurring Government debt? Virtually the only time a Congressman or 
Senator has a chance to act on the specific question of incurring debt is when he 
votes ‘‘yes”’ or ‘“‘no”’ on an increase in the statutory debt limit. The effectiveness 
of even this procedure has been uncertain. To appraise it requires a short ex- 
planation of Federal debt control from World War I[ to the present. 

Prior to World War I Federal debt was a minor problem. n July 1, 1914, the 
interest-bearing debt was less than $1 billion. At this time Federal debt could 
be created only by a specific act of Congress, and the purpose which the debt was 
to finance was identified. 

Due to the fiscal needs of World War I, this procedure was revised and the 
Secretary of the Treasury was given blanket authority to borrow, subject to an 
overall limit imposed by Congress. This statutory limit was raised successively 
from $11.5 billion to $20 billion, to $28 billion, to $37 billion, and then to $37.5 
billion in 1921. It was raised to $45.5 billion in 1931, $48 billion in 1934 and then 
reduced to $45 billion in 1935. In 1940 it was raised to $49 billion, in 1941 to $65 
billion, in 1942 to $125 billion, in 1943 to $210 billion, in 1944 to $260 billion, in 
1945 to $300 billion. It was reduced in 1946 to $275 billion and a change was 
made in computing the debt covered by the limitation. Last year the administra- 
tion requested that the $275 billion limit be raised to $290 billion. The House 
agreed but the Senate Finance Committee blocked passage of the bill. 

While there has been some challenge of the legal effectiveness of this limitation, 
an argument of some practical logic is that a Congress which has voted an expendi- 
ture and tax program requiring additional debt is thereby obligated to raise the 
statutory debt limit in such amount as is found necessary. his view was ex~ 
pressed by the Secretary of the Treasury in 1946, as follows: 

‘The amount of the public debt is a residual figure. Changes in it come about 
only after the Treasury has taken into account all of the Government’s receipts 
from taxes and other sources in relation to the volume of expenditures that have 
been authorized by Congress * * * In the final analysis, therefore, it should be 
clearly understood that the amount of the public debt is determined by Congress 
-— is the end result at the Treasury of the appropriation and the revenue legis- 
ation 

“This does not mean to say that I am against havin a debt limit. On the 
contrary, the Treasury has always believed—and I too have believed both when 
I have been in and out of the Treasury—that a debt limit is a good thing to have. 

“The point that I want to make is only that the limit in itself does not reduce 
the debt, and that the limit should not be set so low that it will remove from the 


Treasury some of the flexibility that it needs in current public debt management 
operations.” ! 


ISSUE BECOMES CLOUDED 


Thus, at the one point in the fiscal procedure where Congress faces up to the 
problem of debt, the issue is clouded by the fact that at such time it is a residual 
issue of prior splintered actions of the Congress on expenditures and taxes which 
were not related to the ineurrence of debt. The fact, however, that it is the 
one place where the debt issue is raised explains the significance some Members 
of Congress attach to the statutory debt limit. 

This year, for the first time, the statutory debt limit offers some opportunity 
to affect current fiscal trends. Prior increases in the limit were in amounts 
substantially above current needs but the present leeway (about $5 billion) 
between Government debt outstanding and the statutory limit is small enough 
to offer an opportunity to control not only debt but expenditures as well. 

Refusal by Congress to raise the present statutory limitation would present 
some challenging possibilities for fiscal management by the executive branch, 
including adjustments in the authorized expenditure program. Even if the 
limitation is raised this year, there is growing evidence that some Members of 
Congress intend to use this limit so as to make debt increase an issue which 
Congress should decide annually. 


1 Statement of Fred M. Vinson, Secretary of the Treasury, before the Senate Committee on Finance, on 
een a — limitation. (April 23, 1946, reprinted in Annual Report of the Secretary of the Treasury. 
pp. ' 
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UNITED STATES ATTITUDE ON DEBT 


This explanation of the existing congressional procedure to control debt poses 
the query, ‘‘Is the procedure adequate?” and, if not, ‘“‘How can it be improved?” 
The answer to these questions requires an understanding of the traditional attitude 
in this country toward Government debt. That tradition is deep-rooted. If 
taxes are levied concurrently with publie expenditures, the officials responsible 
for voting the expenditures must face the reaction of the people both to the 
expenditures and the consequent taxes. If debt is incurred to finance expenditures 
this concurrent review of expenditures and taxes is deferred, and according to 
our tradition that can generate irresponsible spending. 

Professor Adams expressed our traditional attitude toward debt very well in 
his book, Public Debts, as follows: 

“As self-government was secured through a struggle for mastery over the 
public purse, so must it be maintained through the exercise by the people of 
complete control over public expenditure * * *. Any method of procedure, 
therefore, by which a public servant can veil the true meaning of his acts, or 
which allows the government to enter upon any great enterprise without bringing 
the fact fairly to the knowledge of the public, must work against the realization 
of the constitutional idea. This is exactly the state of affairs introduced by a 
free use of public credit. Under ordinary circumstances, popular attention 
cannot be drawn to public arts, except they touch the pocket of the voters through 
an increase of taxes; and it follows that a government whose expenditures are 
met by resort to loans may, for a time, administer affairs independently of those 
who must finally settle the account.” ? 

As a result of this traditional caution, State constitutions and local charters 
are replete with limitations imposed on officials in the incurring of public debt. 
In most of the States, it is far more difficult to create debt than to vote expendi- 
tures financed currently by taxes. Forty State constitutions generally require 
either an amendment to the constitution or a vote of the people to authorize 
debt beyond certain specified amounts, except for such purpose as repelling 
invasion. Three other State constitutions contain less stringent procedural 
restrictions. Only five States have no constitutional controls. Despite modifi- 
cations through legal interpretation, these constitutional restrictions disclose 
the deep-rooted fear among the people of carte blanche authority for their officials 
to create debt. 

The committee on State government of the National Municipal League has 
prepared a model State constitution which provides as follows: 

“Sec. 701. Borrowing power: The credit of the State or any civil division 
thereof shall not in any manner, directly or indirectly, be given or lent to or used 
in aid of any individual association, or private corporation. 

“Src. 702. Debt limitations: No debt shall be contracted by or in behalf of 
this State unless such debt shall be authorized by law for a single project or object 
distinctly specified therein; and no such law shall, except for the purpose of 
repelling invasion suppressing insurrection, defending the State in war, meeting 
natural catastrophes, or redeeming the indebtedness of the State outstanding 
at the time this constitution is approved, take effect until it shall have been sub- 
mitted to the qualified voters at a regular election and have received a favorable 
‘majority of all votes cast upon such question at such election; except that the 
State may by law borrow money to meet appropriations for any fiscal year in 
anticipation of the collection of the revenues of such year, but all debts so con- 
tracted in anticipation of revenues shall be paid within 1 year.” 4 


KEEP STATE DEBT DOWN 


The effect of State constitutional restrictions on debt is of interest. The Tax 
Foundation, in a forthcoming study on constitutional debt limitations, notes that 
the average per capita debt of the 20 States which require a constitutional amend- 
ment to incur debt was $43.24 in 1953. (If the nine of this group which had 
approved veterans’ bonuses were excluded, the average would have been $11.82.) 

he a per capita debt for the 20 States which required a vote of the people 
was $49.46. In contrast, for the eight States where there are either no constitu- 
tional restrictions or minor ones, the average per capita debt was $77.18. 


1H. C. Adams, Public Debts, D. Appleton & Co., New York, 1887, pp. 22-23. 
§ National Municipal League, Model State Constitution, New York, 1948. 
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The traditional State concern for safeguarding their incurrence of debt, evi- 
denced by many constitutional restrictions, has no parallel in the Federal Govern- 
ment where incurring debt is as easy as passing a bill. The United States Con- 
stitution has no direct restriction on debt and congressional procedures are nearly 
as delinquent. May not this be a source of our fiscal danger, the presenee of 
which is so universally emphasized? 

‘To what extent was the easy road toward Federal debt responsible for the ex- 
penditures by the Federal Government during the depression of the 1930's? 

Was it a road made to order for those who thought Government debt was a 
way to finance expenditures to boost buying power of the people by deferring 
taxes, and that this course was sound because we owed the debt to ourselves? 
Did lack of debt control encourage the belief that Government could support the 
people by mortza:inz future taxpayers? How many of these expenditures would 
have been tolerated if taxes had been levied concurrently? 

There may be no sure answer to these questions, but it is certain that the ease 
with which the Federal Government can create debt has encouraged both civilian 
and military expenditures. Even now, in a period of high economic activity, it is 
proposed that the Federal Government should initiate a program of aid for edu- 
cation because the States and local government have restrictions on incurring 
de’>t and the Federal Government does not. Would this and other Federal aid 
proztrams be accepted so inertly if we moved out from behind the camouflage of 
Federal Government debt, and we recotnized we had to pay for such aids by taxes? 

One ar -ument azainst recent proposals to put constitutional controls on Federal 
debt is that such restrictions are proper for local government and even the ftates 
but that the Federal Government is sovereizn and must be free to borrow. This 
has been suzgested as a reason why our Founding Fathers did not put debt controls 
in our Constitution It may be more reasonable to recoznize that the present 
areas of Federal expenditure were not even visualized when the Constitution was 
written. It is most likely that the Founding Fathers thouzht they had so restricted 
Federal operations that there would be no need for debt control. It may be that 
they also assumed that the market place for Government securities would control 
debt, not realizing that a Federal Reserve System would provide a controlled 
market. 

A misapprehension found in some opposition to constitutional restriction on 
Federal debt is that a definite dollar limitation is the sole objective. With our 
monetary experience in war and inflation, it would be unrealistic to put such a 
dollar limit in the Constitution. But accepting this view does not preclude other 
proposals which control debt incurrence rather than limit the precise amount of 
debt. 

One provision found in some State constitutions is that more than a majorityof 
the le sislative body must approve inecurrence of debt. If Federal debt is demanded 
on the grouncs of emergency needs, it should not be too restrictive to require a 
two-thirds majority of the Congress to approve the debt (which majority is required 
to pass a bill over a Presidential veto). Other proposals would require identifica- 
tion of the purpose for which debt is to be created and insurance that the debt 
issue is syecifically and annually faced by the Conzress. 

Opposition to constitutional provision does not bar consideration of statutory 
methods to improve our debt control procedures. Many such improvements 
have been offered but few have been chosen. One such has fallen into disuse 
even though it is still on the statute books. In 1946 a joint committee of the 
Congress was created to recommend improvements in operations to enable Con- 
gress to better meet its responsibilities under the Constitution. In the report on 
strengthening fiscal control it was stated: 

“Control over revenues and expenditures is divided not only between the 
House and Senate. but also within each House between its revenue and appropri- 
ating committees. Neither of the two appropriations committees imposes any 
overall limitations upon its total appropriations before the individual supply bills 
are voted on by the Houses. Nor do they attempt to coordinate appropriations 
with revenues so as to fix an overall fiscal policy for the year. 

“With this divided authority existing not only between the appropriation 
committees of each House, but also among their many subcommittees, and 
among the revenue-raising committees, how could Congress have a general fiscal 
policy or follow it if it had one? * * * 

“Your committee believes that only through the determination each session 
of a definite congressional policy on fiscal matters limiting the total amount to 
be appropriated can aggregate income and expenditures be properly related.’”’ 4 





4 Report of the Joint Committee on the Organization of Congress, U. S. House of Representatives, 79th 
Cong., 2d sess., Organization of the Congress, pp. 18 and 19. 
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The committee then recommended that a legislative budget be adopted an- 
nually by the Congress. 

While a legislative budget was later incorporated in the Legislative Reorganiza- 
tion Act. it never was effective and is now ignored. Conceding basic faults in 
the proposal as adopted, it is plain that Congress at least recognized that it has 
no procedure which gives a Member of Congress the right, or imposes the responsi- 
bility, to vote annually on the issue of creating Government debt. Under 
present procedures the responsibility, official or unofficial, for incurring debt is 
aa as nebulous as the identity of the taxpayers who must some day pay the 

ill. 

It would be misleading, however, to infer that current taxpayers are escaping 
the entire burden of expenditures financed by Government debt. Many have 
paid a cruel price through inflation and a loss in the purchasing power of their 
savings. ‘The further use of inflation to lessen the impact of a growing debt is 
not comforting as a prospect. Moreover, the huge interest on the debt must be 
met annually, although we can and have borrowed to pay interest costs. In the 
executive budget for this fiscal year the interest on the Federal debt ($7 billion) 
is the largest item except for national security expenditures. 

The extent to which our Government policies reflect this mania of authorizing 
expenditures to win favor (and power) and deferring the cost to a future time 
so as to not generate disfavor should be a warning of the speed with which we 
are pursuing our dangerous course. 

Voting for everything today which can be financed by mortgaging the future 
is as sure a path to disaster as history and an understanding of human nature can 
offer. Yet in the Federal fiscal procedure tiis issue is not related to the voting 
on authorized expenditures or tax levies, which are the determining factors in 
debt creation. The Federal Government needs fiscal procedures by corstitu- 
tional and/or statutory mandates which make the incurrence of debt an issue in 
each fiscal year and relate that issue to expenditures and income. Without such 
our ship of state will have too much sail and not enough anchor. 


Chairman Kerauver. Mr. Smithey, do you have any correspond- 
ence, any letters, any statements on this subject matter? 
Mr. Smituey. Yes. We havea statement which has been submitted 


by the National Association of Manufacturers in support of Senate 
Joint Resolution 126, which I would like to offer for the record at this 
time. 

Chairman Keravuver. Senate Joint Resolution 126? 

Mr. SmitHey. Yes. 

Chairman Krravuver. Let it be printed in the record. 

(The statement is as follows:) 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS IN SUPPORT OF 
SENATE JOINT RESOLUTION 126 


The National Association of Manufacturers wishes to record its support of 
Senate Joint Resolution 126, and to urge the Subcommittee on Constitutional 
Amendments to act on it favorably. 

The association believes that a balanced Federal budget is the core of fiscal 
integrity, and has for several years recommended that the principle of Federal 
budget balance be embodied in the Constitution by amendment. This recom- 
mendation was based on the long record and detrimental results of deficit financ- 
ing, and on the influence of a spending philosophy which promotes disregard 
of prudent financial measures. 

NAM believes in a Federal program of prudence and moderation in fiscal and 
monetary affairs, and it has documented this attitude in related policy state- 
ments on money and credit management, Government loan and subsidy opera- 
tions, budget expenditures, taxation, and the public debt. The whole philosophy 
of NAM is directed toward the creation and maintenance of stable conditions 
which will prevent the destruction of tangible and intangible values by inflation. 

The keystone to such a sound national structure is a consistent policy of Federal 
budget balance; and the establishment of that policy can best be achieved by 
appropriate amendment of the Constitution. 

In support of the National Association of Manufacturers’ endorsement of 
Senate Joint Resolution 126, there is attached for the record a policy statement on 
Constitutional Amendment on Budget Balance, which was adopted by the asso- 
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ciation’s board of directors December 1, 1953, and summary points from the 
report of NAM’S Government economy committee, entitled ““The Role and Con- 
trol of Federal Spending,’”’ which led to the development of that policy 
recommendation. 


CONSTITUTIONAL AMENDMENT ON BupGEeT BALANCE 
Adopted by the board, December 1, 1953 


The principle of Federal budget balance should be embodied in the Constitution 
by amendment: 

(1) The amendment should provide that Congress shall limit the expenditures 
to be made in a given fiscal year out of current and prior appropriations to the 
reventes to be anticipated for the same fiscal year. 

(2) The amendment should further provide that when, by reason of war or 
other grave emergency, the President should consider it necessary that spending 
should exceed revenues, and should so recommend, the Congress would be author- 
ized to approve expenditures in excess of anticipated revenues if such action were 
approved by a three-fourths vote of the full membership of both Horses. An 
annual vote in support of such deficits should be required for extension of the 
policy. 


SumMARY Points FrRoM THE ROLE AND CONTROL OF FEDERAL SPENDING 


REPORT OF THE GOVERNMENT ECONOMY COMMITTEE OF THE NATIONAL ASSOCIATION 
OF MANUFACTURERS, DECEMBER 1952 
Spending doctrines 


Over the past 20 years two radically different attitudes toward fiscal policy 
have governed the writings and recommendations of students and specialists. 
The difference between them is in the end purposes ascribed to fiscal policies and 
practices. The classical view is that fiscal tools should be used for fiscal purposes 
only; that is, spending and taxing should be determined only by the revenue 
requirements of necessary, minimum government. The newer view is that 
spending and taxing should be geared primarily and specifically to nonfiscal 
functions; that is, the use made of fiscal tools should be determined only by 
social and economic needs. The aim of the one is to provide revenue to support 
the Government; the aim of the other is to manipulate and regulate the private 
economy. 


Attitudes of NAM 


1. The only valid criterion for what the Government should spend is the actual cost 
of necessary Government services.—This fundamental point can hardly be over- 
stressed. The misleading influence of economic notions regarding the validity 
of manipulating the economy by way of Federal fiscal practices, had led to undue 
emphasis of the results 6f economic processes rather than to greater understanding 
of their motive forces. 

2. Control of Federal spending lies in balancing the budget.—The natural balance 
between politics and the people’s purse is destroyed by deficit financing. It can 
be restored only by consistent budget balance. 

As long as the Federal resources are limited to those obtained through taxation, 
the scope of Federal spending will be restricted to that which the citizens will 
approve through their elected representatives. The character and effectiveness 
of the response of the citizens in matters involving a balance of tax burden against 
spending benefit will depend upon the composition or structure of the Federal 
tax system. Uufortunately, this system has been so distorted by the overemphasis 
upon tax-rate progression and heavy corporation income taxes as to undermine 
the validity of the original conception inherent in the Constitution, that popular 
control of the public purse will effectively limit and control the public expenditures. 

Although the Constitution authorizes the Congress to borrow money on the 
credit of the United States, basically, the credit of the United States means nothing 
more than the obligation of the Federal Government to levy taxes sufficient to 
pay the interest and principal of debts contracted. Hence, this credit is limited 
and conditioned by the willingness and capacity of the people to pay the necessary 
taxes. But when there is resort to borrowing to pay part of the expenditures of 
the Government, there is a compounding of the confusion. As the first step, all 
that the people see is that the Government is making expenditures that do not 
immediately involve taxes. Hence, it appears that they are getting something for 








a8 BALANCING OF THE BUDGET 


nothing. The benefits conferred are taken to be costless, if not free. And as a 
second step, when the tax system is so designed as to convey the impression that 
such taxes as may be involved are borne by some one else, the appearance of cost- 
less or free services becomes closer to reality. 


The background of Federal spending 


For the greatest part of our history, our Government has accepted “‘pay-as-you- 
go’’ as a normal policy, along with the corollary commitment to reduce any debt 
which was incurred during an emergency. In war or crisis deficit financing has 
always been used if regular revenue measures proved inadequate or other untoward 
circumstances made it necessary. The debt thus incurred was accepted as an 
obligation; it was assumed that redemption would follow as fast as possible. For 
example, the debt incurred during the Revolutionary War and the War of 1812 
was retired by 1835, when the gross debt outstanding was only $37.513. Similarly, 
after the Civil War, debt redemption followed, being reduced from a peak of 
nearly $2.8 billion to $961 million by 1893. The continental currency issued to 
finance the Revolution and the greenbacks to meet Civil War expenses were 
designed for one purpose only—to meet the extraordinary and immediate require- 
ments of financing the Government’s expenses. That creation of purchasing 
power was merely to pay the necessary expenses of Government. Deficit financing 
was accepted as a necessary, temporary expedient—to support the Government, 
and to be counteracted by prompt debt redemption. 

Even in the early part of the 20th centu-y this attitude was apparent. World 
War I occasioned debt financiag which was being consistently redveed until the 
thirties ushered in grave economic circumstances, and even graver economic 
theories, c:lminating in a very different attitude toward the fiscal policy of 
Government. 


The support theory of Federal spending 


The common belief is that public spending adds to the total of spending power 
or capacity in the economy. But this obviously depends on the source of the 
funds that Government pays ont. If these funds are obtained through taxation, 
it is nothing more than a transfer of income spending power from the taxpayers 
to the Government. They ean spend less and Government spends move. In 
the aggregate, total spending power is neither increased nor decreased. In order 
to inerease the total spending capacity of the whole people, the finds paid out by 
Government must be an addition to the total already in the hands of the people. 
New, additional spending power ean be provided by Government only by resort 
to bank credit, or by the printing of monev which has legal tender characteristics. 
In either case there is an increase of the Government’s debt. 

When Government persists in forcing into the economy, through its deficit 
financing measures, more money purchasing power than normal consumption 
and business practices require, it creates an imbalance that leads to general price 
increases, or inflation in the popular sense of the term. 

There is and can be no case for a balanced budget under the public swpport 
theory; for, perpetual deficits, perpetual inflation, and perpetual currency de- 
preciation are in prospect under that concept. 


The economic fundamentals of Federal spending 


In the economic sense, there is no choice but to pay-as-we-go; for, at all times 
the Government and the people alike are, and must be, supported out of current 
product. Public spending thus takes its share of the economic product, and 
becomes merely a diversion of resources and manpower from private production 
and enterprise to public use, which is ordinarily a relatively less productive 
application of resources. The circulation of money the Government spends is 
part of the larger circulation of money through the interlocked processes of 
production and consumption. Money collected in taxes from one person is later 
received as income by another through Government spending just as money 
collected from a consumer in a business sale finally becomes income to a worker or 
stockholder. Under a balanced budget this process does not distort the relation- 
ship between purchasing power and goods and services. But under an un- 
balanced budget there is the possibility of distortion because the additional 
purchasing power created by deficit financing is not always and necessarily 
matched by an equivalent increase in product. This distortion is magnified when 
there is deliberate resort to deficits for the purpose of achieving nonfiscal ends. 
Instead of maintaining or increasing purchasing power, this kind of planned 
imbalance really reduces spending power. It provides more dollars in the ag- 
gregate to be sure, but it makes all the dollars worth less. In real effect, it pro- 
duces the opposite of what it purports to produce. 
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Budget balance by constitutional amendment 


The conclusion is that budget balance should be the norma! foundation of 
Federal fiscal er. While deficits may occasionally occur, their emergence 
should neither be invited nor deliberately sought as a means of attaining nonfiscal 
ends. In view of the great economic strength of this country, and its long devo- 
tion to the principles of republican government and free private enterprise, there 
is no reason or justification whatever for adherence to a fiscal policy adjusted 
primarily to a fear of depression or emergency rather than to a policy founded on 
the anticipation of continued growth and achievement. 

The numerous proposals that have been submitted to the Congress for addi- 
tional control of the Federal finances reveal an awareness of the problem and a 
desire to remedy the situation. However, the size and cost of the Federal Govern- 
ment together with the influence of a spending philosophy which promotes dis- 
regard of prudent financial measures, have prevented the realization of proper 
control. Phus, there appears to be no other effective remedy than a constitutional 
provision by which the proper course will be imposed as a mandate. 


Mr. Smiruey. One of the persons who indicated a desire to be 
heard was Mr. Merwin K. Hart, president of the National Economic 
Council. 

I now have a telegram addressed to the chief clerk of the full com- 
mittee saying that he greatly regrets that he cannot be here today, 
and he asks that his 3-page statement be included in the record. 

I now offer that for inclusion in the record. 

He is president of the National Economic Council, Inc., with offices 
at 7501 Empire State Building, New York 1, N. Y. 

Chairman Kerravver. Is he in favor of the amendment? 

Mr. Smitruey. He is in favor of the amendment; yes; the Byrd- 
Bridges amendment. 


Chairman Keravuver. Let it be printed as part of the record. 
(The statement is as follows:) 


STATEMENT BY Merwin K. Harr, Prestpent, Nationat Economic Covunctn, 
Inc., New York, N. Y. 


I appear in behalf of the National Economie Council, having several thousand 
members in the various States. We strongly favor the Byrd-Bridges amendment. 

The main strength of the so-called western nations has been the United States. 
But in rendering assistance to other western nations and in joining in their wars, 
we have svent money far beyond even our very great means. 

The building vp of our Federal debt from about 26 billion in the late 1930’s 
to about 250 billion at-the present time is the measure of our overextension. It 
has redv-ced the value of the dollar to about half its 1939 value. Even though all 
the unfavorable results may not yet be apparent, nevertheless as a nation we 
have been weakened by our improvidence. We have mortgaged both our present 
and our future 

We believe this exeessive spending has been aided and abetted by false propa- 
ganda, m?-ch of it flowing from alien sources. In any event, this Nation is in an 
overextended condition. We are in no position to meet the demands of a third 
world wir, if one should break out. Sch a war would leave us, even if we won, 
as the hard-working slaves of our own Government. We would be in little better 
position than the people behind the Iron Curtain. 

I shall not go into the details of the Byrd-Bridges amendment. It would 
make it illegal for the Congress to adjourn for more than 3 days at a time until 
the budget had been balanced for the ensuing fiscal year; though in emergencies, 
on recommendation of the President and by vote of three-quarters of all the 
Members of both Houses, this provision could be sv spended for a limited time. 

It is apparently true that even if such an amendment were adopted, there 
would be no way to make sure that the letter of the amendment would be fol- 
lowed; for no one can mandamus the Congress. But if the Congress should 
adopt this amendment, and if it were ratified by 36 States, it would become a 
great force morally. It would establish in a forceful way that the Congress and 
the administration were forbidden to spend beyond each year’s income. 

One has only to look at the overextended activities of the executive branch of 
the Government to realize that the Congress and the American people have lost 
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control of their own property. Until the income-tax amendment is itself drasti- 
cally amended, there is nothing to prevent the imposition of a 100-percent tax 
on the incomes of many, if not most, of the American people. 

We hear often the cliché that America has become the leader of the free world. 
Since we have been de‘eated and compelled to fall back so many times in our 
war against communism since 1945, I am not sure of the validity of this cliché. 
But certainly if we permit more unbalanced budgets and consequent deficits in 
the future, the end of sch leadership as we may exercise will quickly come. 

The constant upward spiraling of our costs of production mean that the very 
price of defending ourselves is constantly rising. 

If the American people are to recover the control of their own property which 
profligate administrations and weak Congresses, unable or unwilling to stand up 
for their rights and duties as 1 of 3 equal coordinate branches of the Government, 
have lost in the past, several measures must be taken. One is the Reed-Dirksen 
amendment, now in the Senate Judiciary Committee. Another is this Byrd- 
Bridges amendment. 

It is significant that the Founding Fathers placed the amending provess solely 
in the hands of the people, to be exercised through their Congress and the several 
State legislatures or conventions. They did not include the executive branch 
as anv part of the amending process. 

Consequently this amendment is solely for the consideration of the Congress 
itself. 

We Americans want to get back the control of that which we have created and 
is ours. We do not object to, indeed we will insist upon, the spending of ample 
sums for appropriate Government uses and especially for national defense. But 
spending has gone too far—to the point of recklessness. It is weakening the 
incentive to work and produce and save: such is doubtless the very object of the 
Marxists who originally inspired high income and inheritance taxes. It is leading 
to the sending overseas of inordinate amounts of our irreplaceable national 
resources. 

To make it possible to get our Nation’s financial house in order, we urge that 
this committee act favorably on the Byrd-Bridges amendment. 


Mr. SmitHey. We have, sir, in addition to those statements, Mr. 
Taylor, the general counsel of the Southern States Industrial Council, 
who has indicated to me that he desires to submit a statement on behalf 
of that organization at a later date, if the record could be left open 
for that purpose. 

Mr. Taytor. Yes. 

Chairman Kerauver. Mr. Taylor, how long do you want to get 
your statement in? 

Mr. Taytor. Three or four days. 

Chairman Krerauver. Three days? 

Mr. Taytor. Yes, sir. 

Chairman Kerauver. Mr. Taylor, if the statement is submitted 
within 3 days it will be printed in the record. 

(The statement on behalf of the Southern States Industrial Council 
is as follows:) 

SouTHERN States InpustTRIAL Councit, INc., 


Nashville, Tenn., June 18, 1956. 
SENATE JUDICIARY COMMITTEE, 


Senate Office Building, Washington. 


GENTLEMEN: Attached is a copy of my statement in support of Senate Joint 
Resolution 126. This is submitted pursuant to permission granted by the 
committee on June 14, 1956. 

Thanking you, I am 

Sincerely yours, 


Tyre TAYLor. 
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STATEMENT OF TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN STATES INDUSTRIAL 
CouNCIL, IN SuPPORT OF SENATE JOINT RESOLUTION 126 


My name is Tyre Taylor. My address is 917 15th Street NW., Washington. 
I appear here on behalf of the Southern States Industrial Council, the headquarters 
of which are in the Stahlman Building in Nashville, Tenn. The council is a 
regional employers organization. Its membership is comprised of industrial and 
business concerns in the 16 Southern States, including Maryland, West Virginia, 
Missouri, and Oklahoma. 

The board of directors of the council meeting in Ponte Vedra, Fla., on May 
10-12, 1956, specifically endorsed the principle of the Byrd-Bridges resolution. 
Mr. Chairman, I should like to sum up very briefly a few of the reasons which 
prompted this action. 

At the time the resolution was introduced (January 25, 1956), Senator Byrd 
issued a statement from which I now quote: 

“The Federal Government. has operated in the red for a quarter of a century. 
If the budget is balanced this year, it will be by inadvertence; Federal officials 
underestimated revenue from last year’s business boom. Expenditures are 
increasing. 

“The terrible Federal debt is at or near its alltime peak, and the President has 
said he will ask for an extension of the $281 billion ceiling for next year. 

“The administration has brought in a budget requesting appropriations $9 
billion higher than the total enacted for fiscal year 1955. Unexpended balances 
remaining to be spent out of old appropriations, as of next July 1, are estimated 
at $74.6 billion. These balances, together with $66.3 billion new appropriations 
requested by the President, would make a total of approximately $141 billion 
available for expenditure by Federal agencies as of the beginning of the coming 
fiscal year. 

‘“‘Once appropriations are made, for all practical purposes, the rate of expenditure 
from these balances cannot be controlled by Congress under present procedures. 

“With such:a fiseal situation in. view, Senator Styles Bridges, ranking minority 
member of the Senate Appropriations Committee, and I today are introducing a 
resolution for a constitutional amendment which would require Congress to stay 
in session each year until it has produced a balanced budget by reduction in 
expenditures, increased revenue, or both. 

“The amendment, of course, would make exceptions of national emergency 
situations, such as war.” 

Surely, the need for some such amendment is as obvious as it is urgent. As 
Senator Byrd says, the budget has not been balanced—except inadvertently on 
three occasions—in the past quarter of acentury. This has resulted in the present 
unimaginable Federal debt of roughly $281 billion. 

I say this debt is unimaginable and it is. If we paid it off at the rate of a billion 
dollars annually, we would make our last payment in the year 2237—a span of 
time longer by a full century than our entire history as a free Nation. It is more 
than the combined indebtedness of all the other nations in the world. Interest 
payments alone now total $7 billion annually, which, with the exception of 
defense, is the largest item in the budget. 

This debt is not decreasing. Notwithstanding the fact that the postwar years 
have been among the most prosperous in oir history and the Federal tax take at 
nearly an all-time high, the debt has not been reduced. With three unforeseen 
and unexpected exceptions—of which the present business boom is one—spending 
has always exceeded revenves. In the opinion of the Council, this will always be 
the case in the absence of some affirmative restraints such as are contained in the 
Byrd-Bridges amendment. 

But the need is urgent for another compelling reason. Deficit financing is 
inflationary. During the past 15 years the purchasing power of the dollar has 
been reduced by approximately 50 percent. This means that the holders of life 
insurance policies, Government, State, and municipal bonds, and all other fixed 
obligations have seen the value of sich securities rediced by one-half. It also 
means that all those living on social sec’'rity payments or other fixed income have 
suffered a similar reduction in their scale of living. 

Of course, I do not mean to suggest that deficit spending is the sole cause of the 
present reduced purchasing power of the dollar. There have been other causes, 
such, for example, as continually rising wages without a corresponding increase 
in productivity. But that Government borrowing and spending has been a 
major contributing cause of the present inflation there can be no doubt. 

There is nothing new or untested about the Byrd-Bridges proposal. Many 
States—I believe 20 in all—have such a limitation in their constitutions and they 
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have worked well. In Virginia, for example, the legislature is forbidden from 
adopting a budget which is known to contain a deficit. The result is that the 
Virginia State government is operating on a strictly pay-as-you-go basis. 

Mr. Chairman, there is one argument which I have not heard advanced in sup- 
port of the Byrd-Bridges amendment, but I think it is valid. This is that such 
an amendment would measurably relieve Members of Congress from the intense 
pressure they are always under to appropriate money for which there is no corres- 
sponding levy in taxes. If people knew that the Government was on a strictly 
pay-as-you-go basis, that every additional benefit provided by. the Government 
would mean a simultaneous—you might almost say automatic—increase in taxes, 
they would exercise more restraint in making demands upon the Government. 
Government benefits and services would be recognized not as something provided 
by a benevolent Uncle Sam, but as something for which the people themselves 
would have to cough up additional hard cash. In this way, I think the amend- 


ment would operate as a powerful restraint upon the further growth of big govern- 
ment. 


Thank you. 


Mr. Smiruey. In addition to those persons, sir, we do have present 
Mr. Robert Dresser, Mr. Willford King, and Mr. Paul O. Peters, 
who desire to be heard on these resolutions. 

Chairman Kerauver. Mr. Dresser, are you in favor of the resolu- 
tion? 

Mr. Dresser. I am, sir. 

Chairman Kerauver. How long will your statement take? 

Mr. Dresser. I think 10 minutes will cover it, sir. 

Chairman Kerauver. Mr. King, how long will your statement 
take? 

Mr. Kine. About 10 minutes, I judge. 

Chairman Kerauver. And Mr. Peters? 

Mr. Peters. Five minutes, Senator Kefauver. 

Chairman Krrauver. Do you suppose we can finish up all of these 
by 12 o’clock? Any part of the statement that you do not want to 
read will be—I see you have a lot of figures in these various state- 
ments—any part that you do not want to read can be printed in the 
record as if read. 

Is there anyone else who has to be heard, Mr. Smithey? 

Mr. SmitrueEy. No; that completes the list of those who notified me 
that they desired to be heard. 

Chairman Kreravuver. All right, Mr. Dresser, will you try to make 
yours as short as possible? We have your statement here. 


STATEMENT OF ROBERT B. DRESSER, ATTORNEY AT LAW, 
PROVIDENCE, R. I. 


Mr. Dresser. Mr. Chairman, I would like to submit my statement 
to be incorporated in the record as my testimony, and then if I may, 
to hit a few of the high spots orally. 

Chairman Keravuver. All right, Mr. Dresser. 

(The prepared statement of Mr. Dresser is as follows:) 


STATEMENT OF RoBErRT B. DRESSER, REGARDING SENATE JOINT RESOLUTION 
126 AND SENATE JOINT RESOLUTION 133 


I, FOREWORD 


My name is Robert B. Dresser. I am a member of a law firm with offiees at 
15 Westminster Street, Providence, R. I. I appear in my own behalf. 
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Il. STATEMENT 


A. Byrd-Bridges amendment (S. J. Res. 126) 


On January 25, 1956, Senators Byrd and Bridges introduced in the Senate a 
joint resolution proposing an amendment to the Constitution of the United 
States relative to the balancing of the budget. 

At the time of such introduction, Senator Byrd issued a statement, from which 
I quote the following: 

“The Federal Government has operated in the red for a quarter of a century. 
If the budget is balanced this year, it will be by inadvertence; Federal officials 
underestimated revenue from last year’s business boom. lxpenditures are 
increasing. 

“The terrible Federal debt is at or near its alltime peak, and the President 
has said he will ask for an extension of the $281 billion ceiling for next year. 

“The administration has brought in a budget requesting appropriations $9 
billion higher than the total enacted for fiscal year 1955. Unexpended balances 
remaining to be spent out of old appropriations, as of next July 1, are estimated 
at $74.6 billion. These balances, together with $66.3 billion new appropriations 
requested by the President, would make a total of approximately $141 billion 
available for expenditure by Federal agencies as of the beginning of the coming 
fiscal year. 

“Once appropriations are made, for all practical purposes, the rate of expendi- 
= from these balances cannot be controlled by Congress under present pro- 
cedures. 

“With such a fiseal situation in view, Senator Styles Bridges, ranking minority 
member of the Senate Appropriations Committee, and I today are introducing 
a resolution for a constitutional amendment which would require Congress to 
stay in session each year until it has produced a balanced budget by reduction in 
expenditures, increased:revenue, or both. 

“The amendment, .of course, would make exceptions of national emergency 
situations, such as war.”’ 

Provisions of amendment.—The amendment provides in substance as follows: 

The President is required to transmit to Congress on or before the 15th day 
after the beginning of each regular session a balanced budget for the ensuing fiscal 
year under the laws then existing. 

If Congress authorizes expenditures to be made during such ensuing fiscal 
year in excess of the President’s estimated receipts, Congress is forbidden to 
adjourn for more than 3 days at a time until action has been taken necessary to 
balance the budget for such ensuing fiscal year. In case of war or other grave 
national emergency, if the President shall so recommend, the Congress by a vote 
of three-fourths of all the Members of each House may suspend the foregoing 
provisions for balancing the budget for periods, either successive or otherwise, 
not exceeding 1 year each. 

Discussion.—The need for the amendment is urgent. The Federal budget has 
been balanced only three times in the last 25 years. As a result, the Federal 
debt is the largest debt in history. Divided equally among the 165 million people 
of the country, the share of each person is $1,700, or a debt of $6,800 for each 
family of four. 

The interest alone on the debt is the largest single item in the Federal budget, 
save only expenditures for national defense. Interest payments now total $7 
billion—over 10 percent of the budget. 

Each increase in the debt adds to the forces of inflation. As a result of inflation 
caused by unbalanced budgets during the past 15 years, the purchasing. power of 
the dollar has been cut approximately in two. As a result, the value of all bank 
accounts, insurance, policies, Government, State and municipal bonds, and all 
other indebtedness has been cut in two. The losses thus inflicted upon our people 
have been appalling. It is high time that the practice be stopped and the neces- 
sary means taken to that end. 

With the present backlog of unexpended appropriations of earlier years amount- 
ing to about $75 billion, limiting new appropriations in a given year to the receipts 
for that vear does not mean a balanced budget. With these unspent appropria- 
tions of prior years available, the actual budget could continue out of balance for 
some years to come. 

The situation is one demanding prompt action, if our national solvency is to be 
preserved. 

As for the remedy, it would seem clear that nothing short of an amendment to 
the Constitution of the United States would suffice. Certainly our past experience 
does not justify any other conelusion. 








34 BALANCING OF THE BUDGET 


B. Curtis amendment (S. J. Res. 133) 


On February 1, 1956, Senator Curtis introduced, in the Senate, Senate Joint 
Resolution 133, which follows the language of Senate Joint Resolution 126, except 
for the following two changes: 

(1) These is inserted in section 1 the following sentence: 

“The President in transmitting such budget may recommend measures for 
additional revenue and his recommendations for the expenditure of such additional 
revenue.” 

(2) Another section, numbered “Sgc. 2”, is inserted, reading as follows: 

‘The Congress shall have the power to lay and collect a special tax the proceeds 
of which shall be applied to the payment of the principal amount of the debt of the 
United States.” 

I will discuss these changes in their order: 

(1) There would seem to be no objection to the first change unless it be that the 
President has this power without any express provision in the Constitution. 

(2) The necessity for the second change is not apparent. It is submitted that 
Congress has this power without any express authorization in the Constitution, 

(Cf. United States v. But.er 297 U. S. 1 (1936); Steward Machine Co. v. Davis, 
301 U.S. 548 (1937).) 

In the first case, United States v. But'er (297 U. 8. 1 (1936)), a majority of the 
Court held that the processing and floor taxes on cotton levied under the Agri- 
cultural Adjustment Act of May 12, 1933, were invalid. 

In this case the statute imposed a processing tax on cotton, the proceeds to be 
devoted to the payment of subsidies to farmers who should reduce their acreage 
as a means of bringing the prices of their crops to the desired level. 

The Court held that since the whole revenue from the levy is appropriated by 
the act in aid of crop control, and since the purpose of the levy and appropriation 
was the control of agricultural production, a power reserved to the States and not 
delegated to the Federal Government, the tax was unconstitutional. 

The Court made it clear, however, that had the tax been levied as a means of 
exercising another power expressly granted to Congress, it would have been valid. 
On this point, the Court siad (p. 69): 

“The power of taxation, which is expressly granted (by the Constitution’, may, 
of course, be adopted as a means to carry into operation another power also ex- 
pressly granted. But resort to the taxing power to effectuate an end which is 
not legitimate, not within the scope of the Constitution, is obviously inadmissible. 

“Congress is not empowered to tax for those purposes which are within the 
exclusive province of the States.’ Gibbons v. Ogden (9 Wheat. 1, 199).” 

Article 1, section 8 of the Constitution provides that— 

“The Congress shall have power to lay and collect taxes, duties, imposts and 
excises, to pay the de bts and provide for the common defense and general welfare 
of the United States. 

This provision expressly empowers Congress to impose taxes for the purpose 
of paying the debts of the United States, as well as for the purpose of providing 
for its common defense and general welfare. 

It would, therefore, seem clear that Congress has the power to impose a special 
tax to provide for the payment of the debt of the United States, and that the 
second change under discussion is unecessary 

In Steward Machine Co. v. Davis (301 U. ¢. 548 (1937)) the Court sustained the 
tax imposed on employers to provide unemployment benefits, and the credit 
allowed for similar taxes paid to a State. 


C. Conclusion 


In conclusion, therefore, I submit 

(1) That it is of the utmost importance to the safety and welfare of the Nation 
that the budget be balanced in future years; 

(2) That assurance of this can be obtained only through a constitutional 
amendment which will require such action by each Congress; and 

(3) That Senate Joint Resolution 126, either with or without the changes 
provided in Senate Joint Resolution 133, constitutes a suitable and effective 
means of accomplishing this purpose. 


Chairman Kerauver. Mr. Dresser, I see that you are a lawyer 
from Providence, R. I. Do you want to further give any of your 
background about your experience in these matters? 

Mr. Dresser. Well, I have been interested for a number of years in 
some of these constitutional questions, particularly an amendment to 
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limiting the taxing power of Congress. And I have in the last year or 
two become interested in this problem of balancing the budget by 
constitutional amendment. 

Chairman Keravuver. Your statement will be printed fully, and if 
= want to discuss any particular parts of your statement you may 

0 so. 

Mr. Dresser. Thank you, sir. 

I submit, Mr. Chairman, that the need for the amendment is urgent. 
The Federal budget has been balanced only three times in the last 25 

ears. As a result, the Federal debt is the largest debt in history. 

ivided equally among the 165 million people of the country, the 
= of each person is $1,700, or a debt of $6,800 for each family of 
our. 

The interest alone on the debt is the largest single item in the 
Federal budget, save only expenditures for national aden. Interest 
payments now total $7 billion. Over 10 percent of the budget. 

Each increase in the debt adds to the forces of inflation. As a 
result of inflation caused by unbalanced budgets during the past 15 
years, the purchasing power of the dollar has been cut approximately 
in two. Asa result, the value of all bank accounts, insurance policies, 
Government, State, and municipal bonds, and all other indebtedness 
has been cut in two. The losses thus inflicted upon our people have 
been appalling. 

It is high time that the practice be stopped and the necessary means 
taken to that end. 

With the present backlog of unexpended appropriations of earlier 
years amounting to about $75 billion, limiting new appropriations in 
the given year to the receipts for that year does not mean a balanced 
budget. With these unspent appropriations of prior years available, 
the actual budget could continue out of balance for some years to 
come. 

The situation is one demanding prompt action, if our national 
solvency is to be preserved. 

As for the remedy, it would seem clear that nothing short of an 
amendment to the Constitution of the United States would suffice. 
Certainly, our past experience does not justify any other conclusion. 

And just a moment in regard to the criticism of Senate Joint Resolu- 
tion 133. 

Chairman Kerauver. Proceed. 

Mr. Dresser. That is identical with the Byrd-Bridges amendment, 
with the two changes as Senator Curtis has called attention to and 
which I have printed at page 4 of my statement. 

So far as the first change is concerned, I see no objection to it 
whatsoever, unless it be that the President has the power without an 
express provision of the Constitution. 

As to the second change, again, I see no objection to it, except for 
the same reason. In my opinion, the Congress has that power without 
a special provision of the Constitution. You may therefore, consider 
whether you wish to put it in the Constitution. But in either event, 
it seems to me that the two amendments are aimed at the same pur- 


pose, and that either one would accomplish the purpose that we believe 
to be desirable. 

In conclusion, therefore, I submit that it is of the utmost importance 
to the safety and welfare of the Nation that the budget he balanced 
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in future years; and secondly, that assurance of this can be obtained 
only through a constitutional amendment which will require such 
action by each Congress; and thirdly, that Senate Joint Resolution 126, 
either with or without the changes provided in Senate Joint Resolution 
133, constitutes a suitable and effective means of accomplishing this 
purpose. 

I thank you, sir. 

Chairman Kerauver. Thank you very much, Mr. Dresser. 

You show by your statement that you have given this matter 
a great deal of consideration. 

Mr. Dresser. May I add one word to my statement. 

There has been some discussion in regard to the provision—the 
so-called escape clause, ‘‘in case of war or other grave national emer- 
gency’. It would be my opinion, for whatever it may be worth, that 
“other grave national emergency”? would mean any national emer- 
gency, not only war, but any national emergency such as a depression. 
And I suppose that the three-fourths vote of the Congress would be 
three-fourths of all the existing Members, not of the full membership. 

Chairman Kerauver. You mean three-fourths of those present 
and voting? 

Mr. Dresssr. No, three-fourths of the existing Members. I 
thought a question was raised in the discussion earlier as to whether or 
not, if the total membership 

Chairman Kerauver. You mean the word “all” would not include 
some Member that had died, he would be excluded from the compre- 
hension of ‘“‘all’’? 

Mr. Dresser. I would think so, I would think it would be all 
existing Members. 

And may | add one further word. I would suppose that it is further 
important to have an escape clause that is quite limited, because there 
is a great temptation, without a limited escape clause, to unbalance 
the budget. And I would think it would provide a protection to the 
Members of Congress against the insistence of groups who might want 
to have the budget unbalanced for their own special purposes. 

Chairman Kerrauver. Thank you, Mr. Dresser. 

Mr. Willford I. King, economist for the Committee on Constitu- 
tional Government, Inc. 





STATEMENT OF WILLFORD I. KING, ECONOMIST FOR THE 
COMMITTEE FOR CONSTITUTIONAL GOVERNMENT, INC. 


Chairman Kerauver. Mr. King, we are going to print your state- 
ment as submitted in the record. 
(The statement of Mr. King is as follows:) 


ComMENTs BY WILLFoRD I. Kinc, ECONOMIST FOR THE COMMITTEE FOR 
CoNnsTITUTIONAL GOVERNMENT, INC. 


It is a real privilege to be able to present to this distinguished committee my 
views concerning the proposed constitutional amendment introduced by those 
eminent Senators, Styles Bridges, and Harry F. Byrd. 

It is hard to see how any orthodox economist could fail to endorse the objectives 
of this proposed amendment, for it has long been recognized by economists that 
deficit financing tends to ge1.erate: 

1. Burdens connected with borrowing and with interest accruing on the 
debt. 
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2.- Inflation, and a rising price level, and that both of these are inimical to 

the public weal. 

True, the followers of John Maynard Keynes contend that a growing debt 
owed to domestic creditors constitutes no burden, because ‘“‘we owe it to our- 
selves.”” They overlook the fact that collecting each year vast sums of money to 
meet payments of interest and principal takes up the time of a great army of 
officials and clerks—time which would otherwise be used in production and would 
thereby increase materially the size of the national income, and hence the welfare 
of the Nation. 

It must be admitted that an increase in the national debt may not lead to 
inflation. If the deficit is covered entirely by the sale of bonds to individuals and 
nonbanking corporations, and if none of the bond buyers use the bonds as security 
for bank loans, no inflation will result. 

But worldwide experience with deficit financing shows that government borrow- 
ing corresponding with the just-mentioned conditions is a rare phenomenon. 
Borrowing to cover current expenses is like the narcotic habit—it tends to grow 
and grow. So, typically, the nation that fails to balance its budget regularly 
year by year, soon finds that it needs to borrow more money than can be obtained 
at low rates from private lenders. Therefore it resorts to one or both of two 
devices: 

1. Printing paper money. 

2. Borrowing from banks. 

Each of these procedures increases the volume of circulating medium—that is 
of money and demand bank deposits—and thereby tends to raise the price level. 

A rise in the price level causes government expenses to climb. This increases 
the government’s deficit, and necessitates more inflation. All too commonly, 
a vicious sp'ral results, with inflation running rampant and prices skyrocketing. 

In an endeavor to offset the dire ills brought about by inflation, governn.ents 
commonly resort to such inane and futile expedients as controls of prices, produc- 
tion, trade, exchange rates, and monetary movements. Every such hindrance 
reduces effciency, and lessens production and the national income. Sometimes 
the controls are carried so far that industry and trade collapses. This usually 
results in revolution; the existing money unit is repudiated; and a new one estab- 
lished. Not infrequently, this is merely the prelude to a new cycle of inf'ation 
and resulting deterioration. Today, one can count on the fingers of his two hands 
the nations which have not suffered disastrously from the evils wrought by 
inflation. 

After a period of severe inflation, some of its malign effects persist, even if a 
government devoted to sound financing takes over; for the nation’s inhabitants 
have come to consider thrift foolish. Under such circumstances, capital accumu- 
lation is scanty, and, as a result, economic progress is slow. 

Very fortunately, our Nation has never since the adoption of our Constitution 
experienced runaway inflation. But this does not mean that we have not suffered 
greatly from monetary deterioration. Our most recent experience was connected 
with World War II. Between 1939 and 1950, deficit financing resulted in more 
than trebling our supply of circulating medium and doubling our price level. 
Like other nations, we stupidly reduced our war potential and aided the enemy 
by imposing controls on prices and production. 

Furthermore one of the most baneful effects of inflation is that it surreptitiously 
filches away the savings of the thrifty. Between the dates just mentioned, thefts 
thus consumated, as measured in dollars of present value approximated the 
following amounts: 


Billions 

From corporate and individual owners of bank deposits ----—-----_------ $135 
From beneficiaries of life-insurance policies___.._.._____---------------- 152 
From holders of United States savings bonds___.__._..-...------------- 40 
Te 5a Son ware 0 4k Sa oA kn bb otek oh ace Md a ka cee 327 


To secure a complete total, there should be added to this sum the amounts stolen 
from holders of miscellaneous notes, mortgages, and bonds; but even approximate 
figures for these items are not available. Furthermore, the inflation occurring 
during this period reduced by one-half the purchasing power of all dollars due to 
holders of annuity contracts or social-security cards—the latter group including 
most persons working for salaries or wages. 

The Keynesians frequently advocate slow inflation pushing up the price level 
a few percent annually. They hold that this would please organized labor and 
stimulate business. What they fail to point out is that this procedure would 
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quietly and gradually, but surely, liquidate the property of all persons holding 
obligations payable in fixed sums of money, and would thus fit in beautifully with 
the Communist ideal of bringing everyone down to a common level. 

The Keynesians also tend to favor the idea of balancing the Federal budget 
cyclically—going into debt in years of depression and reducing the debt in time of 
prosperity. We have in the last quarter century followed assiduously the first 
segment of this program. But what about the second section? How much did 
we redvce the debt in highly prosperous 1953 and 1955? Clearly, the only sound 
policy is to balance the budget even in the worst years, and in prosperous years 
to make sharp redvetions in the debt. Certainlv, no advocate of sound govern- 
ment finance can legitimately criticize the Bridges-Byrd proposed amendment 
on the ground that it goes too far. 

Bt does it go far enough? The concept ‘grave national emergency” is very 
elastic. Deficit financing has become such an ingrained habit that there is 
considerable danger that Congress might give the President a three-fourths 
majority support if he favored running a deficit unnecessarily. 

A fact commonly overlooked is that wars cannot be fought with future men or 
future supplies; so none of a war’s cost can be postponed. All of the burden 
must be borne while the war is on. What borrowing postpones is the question 
of who, in the future, is to pay whom. In reality, the best time to decide on how 
the burden shall be apportioned is while the war ison. It follows that the Nation’s 
budget should be kept in balance in wartime as well as in peacetime. 

The feasible way to do this is to levy excise taxes sufficient to cover all costs. 
At such times, the rates on luxuries should be much higher than those on necessi- 
ties. Excise taxes bring in revenue promptly—something imperative in an 
emergency. The poor can avoid the heavy luxury taxes by not buving the 
luxuries. Excise taxes, being hidden, provoke less annoyance than do direct 
taxes—a reason why their proceeds should be used for war expenses and debt 
reduction only. In peacetime, hidden taxes tend to promote governmental 
extravagance. 

Since, by using a proper tax system a war can be paid for as it progresses, I 
respectfully suggest that for the war and emergency clause in the Bridges-Byrd 
proposed amendment the following provision be substituted: 

If, in the event of war or any other grave emergency, unusual expenses make 
imperative the prompt receipt by the Federal Government of additional funds, 
Congress shall promptly levy new taxes estimated to be sufficient to prevent the 
advent of a deficit. To provide for essential emergency expenditures in the 
period before the revenue from the new taxes becomes available, Congress may 
authorize the issuance of nonrenewable tax-anticipation notes totaling not more 
than two-thirds of the anticipated annual revenue to be obtained from the new 
tax levy, and maturing in not longer than 9 months. No further notes shall be 
issued until the just-mentioned notes shall have been paid in full, and unless 
additional taxes have been levied deemed sufficient in amount to cover one and 
a half times the total of any new note issue or issues. 

Such a provision in the amendment would prevent the permanent expansion 
of the Federal debt in time of war—the very time when the bulk of our debt has 
been accumulated. I hope that you will find time to give this proposal real 
consideration. 


Please accept my thanks for giving me so much of your very valuable time and 
such kind attention. 

Chairman Krrauver. Mr. King, you may be sure that your state- 
ment will be carefully read and considered. Now you may point up 
any particular matters that you wish to call to the attention of the 
committee. 

Mr. Kina. Already it has been pointed out that deficit financing 
usually leads to inflation. And we have heard about what great 
damage the inflation does. 

True, the followers of John Maynard Keynes contend that a growing 
debt owed to domestic creditors constitutes no burden, because “‘we 
owe it to ourselves.” They overlook the fact that collecting each 
year vast sums of money to meet payments of interest and principal 
takes up the time of a great army of officials and clerks—time which 
would otherwise be used in production and would thereby increase 
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materially the size of the national income, and hence the welfare of 
the Nation. 

It must be admitted that an increase in the national debt may not 
lead to inflation. If the deficit is covered entirely by the sale of 
bonds to individuals and nonbanking corporations, and if none of the 
bond buyers use the bonds as security for bank loans, no inflation 
will result. 

But worldwide experience with deficit financing shows that Govern- 
ment borrowing corresponding with the just-mentioned conditions is 
a rare phenomenon. Borrowing to cover current expenses is like the 
narcotic habit—it tends to grow and grow. So, typically, the nation 
that fails to balance its budget regularly year by year, soon finds that 
it needs to borrow more money than can be obtained at low rates 
from private lenders. Therefore it resorts to one or both of two 
devices: 

1. Printing paper money. 
2. Borrowing from banks. 

Each of these procedures increases the volume of circulating 
medium—that is of money and demand bank deposits—and thereby 
tends to raise the price level. 

A rise in the price level causes government expenses to climb. This 
increases the government’s deficit, and necessitates more inflation. 
All too commonly, a vicious spiral results, with inflation running 
rampant and prices skyrocketing. 

In an endeavor to offset the dire ills brought about by inflation, 
governments commonly resort to such inane and futile expedients 
as controls of prices, production, trade, exchange rates, and monetary 
movements. Every such hindrance reduces efficiency, and lessens 
production and the national income. Sometimes the controls are 
carried so far that industry and trade collapse. This usually results 
in revolution; the existing money unit is repudiated; and a new one 
established. Not infrequently, this is merely the prelude to a new 
cycle of inflation and resulting deterioration. Today, one can count 
on the fingers of his two hands the nations which have not suffered 
disastrously from the evils wrought by inflation. 

After a period of severe inflation, some of its malign effects persist, 
even if a government devoted to sound financing takes over; for the 
nation’s inhabitants have come to consider thrift foolish. Under 
such circumstances, capital accumulation is scanty, and, as a result, 
economic progress is slow. 

Very fortunately, our Nation has never since the adoption of our 
Constitution experienced runaway inflation. But this does not mean 
that we have not suffered greatly from monetary deterioration. Our 
most recent experience was connected with World War Il. Between 
1939 and 1950, deficit financing resulted in more than trebling our 
supply of circulating medium and doubling our price level. Like 
other nations, we stupidly reduced our war potential and aided the 
enemy by imposing controls on prices and production. 

Furthermore, one of the most baneful effects of inflation is that it 
surreptitiously filches away the savings of the thrifty. Between the 
dates just mentioned, thefts thus consummated, as measured in dollars 
of present value approximated the following amounts: 

From corporate and individual owners of bank deposits, $135 
billion; from beneficiaries of life-insurance policies, $152 billion; from 
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a of United States savings bonds, $40 billion; a total of $327 
ilion. 

To secure a complete total, there should be added to this sum the 
amounts stolen from holders of miscellaneous notes, mortgages, and 
bonds; but even approximate figures for these items are not available. 
Furthermore, the inflation occurring during this period reduced by 
one-half the purchasing power of all dollars due to holders of annuity 
contracts or social-security cards—the latter group including most 
persons working for salaries or wages. 

The Keynesians frequently advocate slow inflation pushing up the 
price level a few percent annually. They hold that this would please 
organized labor and stimulate business. What they fail to point out 
is that this procedure would quietly and gradually, but surely, 
liquidate the property of all persons holding obligations payable in 
fixed sums of money, and would thus fit in beautifully with the Com- 
munist ideal of bringing everyone down to a common level. 

The Keynesians also tend to favor the idea of balancing the Federal 
budget cyclically—going into debt in years of depression and reducing 
the debt in time of prosperity. We have in the last quarter century 
followed assiduously the first segment of this program. But what 
about the second section? How much did we reduce the debt in 
highly prosperous 1953 and 1955? Clearly, the only sound policy is 
to balance the budget even in the worst years, and in prosperous 
years to make sharp reductions in the debt. Certainly, no advocate 
of sound Government finance can legitimately criticize the Bridges- 
Byrd proposed amendment on the ground that it goes too far. 

But does it go far enough? The concept “grave national emer- 
gency” is very elastic. Deficit financing has become such an ingrained 
habit that there is considerable danger that Congress might give the 
President a three-fourths majority support if he favored running a 
deficit unnecessarily. 

A fact commonly overlooked is that wars cannot be fought with 
future men or future supplies; so none of a war’s cost can be postponed. 
All of the burden must be borne while the war ison. What borrowing 
postpones is the question of who, in the future, is to pay whom. In 
reality, the best time to decide on how the burden shall be apportioned 
is while the war is on. It follows that the Nation’s budget should be 
kept in balance in wartime as well as in peacetime. 

The feasible way to do this is to levy excise taxes sufficient to cover 
all costs. At such times, the rates on luxuries should be much higher 
than those on necessities. Excise taxes bring in revenue promptly— 
something imperative in an emergency. The poor can avoid the 
heavy luxury taxes by not buying the Scanian Excise taxes, being 
hidden, provoke less annoyance than do direct taxes—a reason why 
their proceeds should be used for war expenses and debt reduction 
only. In peacetime, hidden taxes tend to promote governmental 
extravagances. 

Since, by using a proper tax system a war can be paid for as it pro- 
gresses, I respectfully suggest that for the war and emergency clause in 
the Bridges-Byrd proposed amendment the following provision be 
substituted. 

If, in the event of war or any other grave emergency, unusual ex- 
penses make imperative the prompt receipt by the Federal Govern- 
ment of additional funds, Congress shall promptly levy new taxes 
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estimated to be sufficient to prevent the advent of a deficit. To pro- 
vide for essential emergency expenditures in the period before the non- 
renewable tax-anticipation notes totalling not more than two-thirds 
of the anticipated annual revenue to be obtained from the new tax 
levy, and maturing in not longer than 9 months. No further notes 
shall be issued until the just-mentioned notes shall have been paid in 
full, and unless additional taxes have been levied deemed sufficient in 
amount to cover one and a half times the total of any new note issue 
or issues. 

Such a provision in the amendment would prevent the permanent 
expansior of the Federal debt in time of war—the very time when the 
bulk of our debt has been accumulated. I hope that you will find 
time to give this proposal real consideration. 

Please accept my thanks for giving me so much of your valuable 
time and such kind attention. 

Chairman Krerauver. Thank you, Mr. King. 

Mr. King, are you speaking for the Committee on Constitutional 
Government? 

Mr. Kina. Yes. 

Chairman Krerauver. I mean, has the committee, by formal 
action 

Mr. Kina. No; it has not by formal action adopted this. 

Chairman Kerauver. The committee did have a proposal limiting 
the income tax to 25° percent of one’s income? 

Mr. Kine. Yes. 

Chairman Kerauver. Is this in lieu of that, or is this in addition 
to that? 


Mr. Kine. This will be in addition to that proposal. 

Chairman Keravver. All right, thank you very much, Mr. 
King. 

Mi. Peters, will you come around, sir? 


STATEMENT OF PAUL O. PETERS, RESEARCH CONSULTANT 
WASHINGTON, D. C. 


Mr. Peters. Mr.. Chairman, I won’t take the 5 minutes I asked 
for, I would just like to take 2 minutes. 

Chairman Kreravuver. Your statement will be printed in full, as 
if given in the record. 


(The prepared statement of Mr. Peters is as follows:) 


STATEMENT OF Pau. O. Peters, RESEARCH CONSULTANT, WASHINGTON, D. C. 


Mr. Chairman and members of the subcommittee, I am Paul O. Peters, a 
research consultant with offices at 918 F Street NW., Washington, D.C. Iam 
a resident, taxpayer, and voter in Arlington County, Va., and I appear in my own 
behalf solely as a taxpayer interested in preserving our representative republican 
form of government and the democratic processes which have been evolved 
thereunder. 

Other witnesses have described the Byrd-Bridges proposal in detail. Therefore, 
I will confine this statement to possibilities and probabilities if the ‘oint resolution 
is adopted by the Congress and the States are given an opportunity to ratify or 
re_ect the proposal as presently offered. 

As an amateur economist, I am firmly convinced that the adoption of the joint 
resolution will be a great forward step toward strengthening the financial structure 
of our Government. By practically compelling the Congress to keep the appro- 
priations within the budget estimates submitted by the President, there are possi- 
bilities of eliminating deficit financing and increases in the public debt. Since 
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the joint resolution also provides what in effect is an escape clause to cover situa- 
tions which may arise in time of war or a dire national emergency, I can find no 
reason for anyone interested in economy and efficiency in government to be against 
this proposal. 

Mr. Chairman may I eall attention once again to the fact that in the last 25 
fiscal years our Federal budget has been balanced only in 1947, 1948, and 1951. 

In faet for the past 15 years, 11 months, and 7 days the cumulative deficit 
spending totaled $225,458,231, 816 which spending constitutes approxinately 82 
percent of the present public’ debt. Incidentally, over one-half of this deficit 
spending was for foreign aid programs since July 1, 1940, as shown by the table 
following: 


TABLE 1.—Federal Treasury deficits and gross foreign aid, period July 1, 1940, 
through June 7, 1956 











Treasury Gross foreign | Treasury Gross foreign 
Fiscal year— | deficit or aid Fiscal year— deficit or aid 
surplus surplus 
tia Cie | $6, 159, 272, 358 3592, tt. 2 er $4, 180, 228, 921 $4, 380, 920, 377 
1942. _.___._______]} 21, 490, 242, 732 7, 955, 538, 414 | 1956 (June 7)--..-- 1, 333, 778, 883 3, 750, 006, 811 
1943 _............| 57, 420, 430, 365 11, 944, 630, 616 — 
ies. aatiemipete 51, 423, 392, 541 20, 601, 290, 415 Cumulative 
1945. ............_| 53, 940, 916, 126 18, 775, 612, 806 Gees. . 5... 225, 458, 231, 816 | 128, 363, 428, 299 
1946_ 20, 676, 170, 609 6, 904, 122,806 || Add interest 
1947 (surplus) __. __| 753, 787, 660 8, 623, 477, 612 on borrowed 
1948 eck new 8, 419, 469, 844 7, 087, 000, 000 | NN i i aN cae eed naan 21, 059, 601, 503 
1949... = 1,811, 440,048 | 7, 602,029,206 || Add interest 
1950_ ---| 3, 122, 102, 357 6, 338, 536, 000 on interest 
1951 (surplus). ae | 3, 509, 782, 624 6, 624, 286, 000 | sri hcciicctcatilincen 8, 936, 479, 841 
Pee eel 4, 016, 640, 378 5, 098, 000, 000 YI 
eae: | 9, 449, 213, 457 7, 030, 000, 000 Cumulative 
PEs ssacecaescenn 3, 116, 966, 256 5, 155, 410, 175 ee WN, oe ce 158, 359, 509, 643 





Nore.—This table prepared from Official Treasury Department statements by Paul O. Peters as part 
of statement on Senate Joint Resolution 126. 




























Mr. Chairman, one of the features of Senate Joint Resolution 126 which should 
commend it to the consideration of your committee is the provision that the 
budget sumitted by the President should cover the receipts and expenditures of 
the Government other than trust funds. Approximately 16.4 percent of the 
present public debt is owed to 6 trust funds as shown by the table following: 





Investment of trust funds in U. S. Government securities, as of June 30, 1955 


Old-age and survivors insurance trust fund____-.-..---_---_- $20, 580, 490, 957 
Federal employees retirement funds__............-...--.---- 6, 152, 373, 000 
Railroad retirement accountiii i Jie 2. ok ka 3, 485, 903, 000 
Unemployment trust fund... .... sedspemes nod bsegswodens 8, 443, 805, 855 
National service life insiltanGe, ..6..<6<neses ach ah ss nemenseen 5, 345, 628, 000 


pace oat oem ane ee ee 1, 232, 685, 000 


Trust furid investment £5 620. od. de Seek 45, 241, 385, 812 


Unless the creeping inflation which causes the loss in purchasing power of the 
dollar is halted by a return to sanity in managing the Federal budgeting and 
spending, trust funds such as now are invested in Government oligations are in 
grave danger of being depreciated to the vanishing point. In fact a recent study 
of the payments made to individuals under the Old-Age and Survivors Insurance 
Act during the calendar year 1955, indicates that old people trying to live on their 
social-security benefits would be forced to almost a starvation level at current 
average rates when compared with the present high cost of living. To illustrate 
this situation I ask that there be included as an appendix to this statement a table 
showing the number of beneficiaries in each State and the average annual benefits 
in 1955. 

Mr. Chairman, there are a few other reasons why I favor the passage of this 
Senate joint resolution. 

One of the serious defects in our present economic system, which the adoption 
of this constitutional amendment by the several States can help correct is in con- 
nection with the formation of capital. Over a long period of years from 1869 
to 1928, studies indicate that approximately 20 percent of total national produc- 
tion, called gross national product, must be saved for the expansion of the capi- 
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talistic system. Prior to the depression of 1929-39, capital formation was made 
possible by the savings and investments of the people. During the 10 vears 
from 1929 through 1939, the formation was mostly by Government subsidy 
spending, and even today, the taxes are eating up such huge quantities of our 
incomes that personal savings provide only part of the funds necessary for the 
formation of capital in amounts sufficient to keep the economy expanding as the 
population and wants of the people grow. Thus, at present a major portion of 
capital formation is by borrowings of all kinds, the extensive use of credits, and 
deferred payments. This means that the whole cycie of business becomes subject 
to inflationary pressures and the economic trend line moves ever downward. 

With inventories of capital, producer, durable, and consumer goods now at a 
peak of $85.3 billion and agricultural surpluses accounting for nearly $9 billion 
more, we need this Byrd-Bridges amendment to the Constitution to restore 
confidence in the ability of our Government to ward off the dangers that lurk 
along the disastrous road to inflation which we have traveled for too long. 

These are the opinions and viewpoints of one who has watched our economie 

rogress for more than half a century, and I am grateful for this opportunity to 
oe heard on this vital issue. 





[News Bulletin, Washington, D. C., June 1, 1956] 


SumMARY OF BENEFIT PAYMENTS UNDER OLD-AGE AND Survivors INSURANCE 
PROGRAMS: CALENDAR YEAR 1955—OLp-AcGE BENEFITS ONLY 


During 1955 benefits were paid to 4,473,971 persons under the provisions of 
the Old-Age and Survivors Insurance Act, as amended. Payments averaged 
$727.07 and the total benefits were $3,252,879,000. The table following shows a 
breakdown by States with average benefits in each State: 









































| | i 

Benefi- Per | Benefi- | | Per 

State ciaries Benefits capita || State ciaries Berefits | capita 
(num- (total) aver- || (num- | (total) | aver- 

ber) age | ber) | age 
Alabama.......-.- 51,609] $32, 681, 000|$633. 22 || Nevada.._....._._. 4,920) 3, 458,000) 702. 85 
Alas. +. 2.23645. 2, 116 1, 539, 000) 727. 31 New Hampshire_-- 24, 552 17, 538, 000) 714. 32 
Avin0NG 42 2542-5: 19.019] 13, 321,000) 700.41 || New Jersey.......-.| 176,461! 139,075, 000| 780. 78 
Arkansas --.-..-.-.--.. 37, 828} 22,381,000) 591.56 ||} New Mexico.__-_--- 9, 263) 5, 870, 000) 633. 71 
California... _....- 389, 864| 283,858,000) 728.09 || New York....._....| 538,179) 406,739,000) 755. 77 
ONO, tec ntnnns 38, 149 26, 388, 000} 691.19 || North Carolina.-_-- | 58,878, 37,386,000) 634. 97 
Connecticut _ _ __-_-- 80,160} 64,725,000) 807.44 || North Dakota-___-__| 9, 173! 5, 585, 000! 608. 85 
Delaware_-_.-.---- 10, 500 7, 602, 000} 782. 57 || Ohio ..........--..- | 257,717; 199,213,000) 772. 99 
District of Colum- Oklahoma. -_-.-_--- ; 47,461| 30, 550,000) 643. 68 
tia acanmeas 17, 710 12, 500, 000) 705.84 || Oregon win uodberdaea’ 61,990) 44,904,000) 724.37 
i... eer 128, 275} 91, 963,000) 716.92 || Pennsylvania -_--_- 355, 227; 275, 567,000) 775. 74 
Georgia... ....-- 54, 133} 33, 943, 000| 627.03 || Puerto Rico._......| 14,574] 6, 616, 000| 453.95 
Mavwell....--..4. 9. 355 6, 552, 000} 700.37 || Rhode Island_-_----- 33, 342) 25, 694, 000) 770. 62 
ins om ccbeneok 15, 167} + 9,999,000) 659.26 || South Carolina.....| 27,630! 17, 503,000) 633. 48 
PEO os oc ag case 276, 939} 211, 620,000) 764.84 || South Dakota- ----- 13,480; 8,372,000) 621.07 
Indiana... .......-.- 129, 251 93, 130, 000) 720.53 || Temnessee __---_--- 57,957) 36, 096,000) 622. 81 
re. 74,656] 49, 341, 000| 674.30 || Texas... 2 = 136, 397| 87, 397,000] 640. 90 
ID sits we ss- 52, 527 34, 568,000) 658.10 || Utah. __...-....---- 14, 804; 10, 586,000) 715.07 
Kentucky ---._------ 62,735, 41,117,000) 655.41 || Vermont _______._-- 13, 494) 9, 297,000; 689. 71 
Louisiana_..........| 43 8°8| 27, 743, 000) 633. 28 || Virgin Islands-.-._. 222| 106,000) 477. 93 
Ce eae 39, 179 26, 914, 000) 686.91 || Virginia _.....___-. 66,151) 43, 766,000) 661. 61 
Maryland... _____--. 69, 837) 43, 243, 000] 710. 80 ] Washington ........| 89,006] 66, 173,000) 735. 60 
Massachusetts. _--- 198,616} 153, 798,000) 774. 34 | West Virginia. ---_-- | 49,781; 36,312,000) 729.43 
Michigan  ......-- 185, 743; 147, 511,000) 794.17 || Wisconsin. -.-..._--- | 112,898) 82,792,000) 733.34 
Minnesota-_--._---- 85, 315 59, 912, 000) 702. 24 Wyoming-_____.....- 6, 530) 4, 486, 000} 696. 98 
Mississippi - - - -- - -- | 28, 496 16, 192,000, 568.22 || Foreign._.....-.-.-- 28, 818 21, 477,000) 745. 26 
Missouri_..._---_- 122, 143| 84, 462, 000| 691. 50 | —|——____— — 
Montana. -_..------ 16,123} 11, 153,000) 691.74 | Average __.-.- 4, 473, 971 3, 252, 879,000, 727.07 

Nebraska. -_--.--.-- 34,822} 22, 525, 000) 646. 74 1 | | 








Connecticut beneficiaries received the highest average payment or $807.44 
each during 1955 and beneficiaries in Mississippi received $568.22 during 1955. 
Mississippi is the lowest income State in the Union, the per capita average being 
but $868 in the calendar year 1954. 

Benefits under the Old-Age and Survivors Insurance Act, as amended are paid 
from a so-called trust fund which had according to the Treasurer’s annual report 
for fiscal 1955, a balance of $20,579,051,000 invested in United States Government 
securities, which really means that the money has been spent and now is repre 
sented by Government I O U’s, which are a part of the public debt. 


Paut O. PETERs. 
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Chairman Kerauver. You are a research consultant with offices in 
Washington? 

Mr. Peters. Yes, sir. 

Chairman Kerauver. You are a citizen and taxpayer of Arlington, 
Va. You appear in your own behalf? 

Mr. Peters. Yes, sir. 

Chairman Keravuver. All right. 

Mr. Perers. At the outset, Mr. Chairman, might I point out, in 
answer to your inquiry to Senator Byrd about the three-quarter vote 
required to set aside the provisions in Senate Joint Resolution 126, 
I am sure you will recall, both as a Member of the House and of the 
Senate, that in grave emergencies the votes have always been at least 
90 percent—our American representatives are patriotic, and I have 
no fear about the fact—the record will show that in times when we 
needed appropriations and things of that kind to promote the war 
effort that the Members of the House and the Senate voted 90 percent 
for legislation authorizing and making the appropriations. 

Now, with respect to my statement, the one thing that I would 
like to call the chairman’s attention to is on page 4 respecting the 
formation of capital. Over a long period of years the economists have 
found that it takes about 20 percent of the gross national product to 
take care of the depreciation and depletion and obsolescence in our 
capital structure. And so if we have a $300 billion gross national 
product it takes about $60 billion in new capital each year to expand 
the economy and keep it going at a level commensurate with the 
increase in population and the demands of the people. 

And I think this bill will go a long way, this joint resolution, if it 
is adopted by the States, to alleviating the condition whereby we are 
running deficits and building up the public debt. And I think it will 
enable the people themselves to save enough of their earnings to pro- 
vide the necessary capital for the expansion of our economy. 

And I am very grateful for an opportunity to point that out to the 
committee. 

Thank you very much. 

Chairman Krerauver. Thank you very much, Mr. Peters. 

Mr. Smithey, are there any other people that want to be heard on 
this resolution? 

Mr. Smiruey. Mr. Chairman, announcement of the hearing was 
given in the Congressional Record a week ago Tuesday, so that persons 
have had ample opportunity to notify the committee if they desired 
to be heard. And as I stated to you earlier, this completes the list 
of those who have indicated to me that they did desire to be heard. 

Chairman Kerauver. How about the Treasury Department, do 
they wish to be heard, or to submit their statement? 

Mr. Smuiruey. I think, sir, that they would be content with the 
submission of their statement. The letter which went to them over 
the signature of Senator Langer, who at that time it was thought 
would preside at the hearing, said to them that if they desired to 
testify or have a representative present testimony, they should get in 
touch with the subcommittee counsel. In response to that they 
submitted the statement which you have previously included in the 
record. 

Now, a similar letter was sent to the Director of the Bureau of the 
Budget. We had a telephone response from the Bureau in which 
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they indicated that they would not be represented at these hearings. 
However, you will recall that the statement of the Treasury indicated 
that the Bureau of the Budget had no objection to the submission of 
the Treasury statement, thereby indicating agreement with that 
statement. 

Chairman Kerauver. We will leave this record open for 5 days, 
and if you will notify the Bureau of the Budget, and if they wish to 
submit a statement, and if any other statements come in they will be 
included. And at the end of that time the record will be printed and 
submitted to the members of the subcommittee for action. 

I might announce, and I wish the record to show, that on the poll-tax 
resolution, with the amendment as submitted to the Holland resolu- 
tion, that three members of the subcommittee having voted in the 
affirmative for the reporting of the resolution to the full committee, 
it will be favorably reported. And that is so ordered. And I will 
ask any members who didn’t vote to be polled for their vote. 

The committee will stand in recess, subject to further call. 

(Whereupon, at 12 noon, the committee adjourned, subject to call.) 


APPENDIX 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuD@eEtT, 
Washington, D. C., June 28, 1956. 
Hon. Estes KEFrAUVER, 
Chairman, Subcommittee on Constitutional Amendments, Committee on the 
Judiciary, United States Senate, Washington, D. C. 

My Dear Mr. CuarrmMan: Thank you for your letter of June 14 affording the 
Bureau an opportunity to present a statement on Senate Joint Resolution 126 
and Senate Joint Resolution 133. 

The primary purpose of both resolutions is to achieve economic stability by a 
balancing of Federal expenditures against anticipated revenues. This is a neces- 
sary objective and one that is fully recognized in the Bureau of the Budget as we 
have indicated in previous letters and statements to the House Committee on 
Government Operations on similar bills H. R. 30, 84th Congress, and H. R. 
83d Congress. We are acutely conscious of the constant need for improving the 
methods of expenditure control and we are always in favor of better tools of budget- 
ing. However, the relatively inflexible procedural provisions of Senate Joint 
Resolution 126 and Senate Joint Resolution 133 would, in the process of trying to 
solve all the problems’ of budget balancing by formula, create other difficul.ies 
for which no practical solution is apparent. 

Accordingly, we believe that neither resolution provides a workable solution to 
the problem. 

Sincerely yours, 


2, 


Rosert E. Merriam, 
Assistant to the Director. 


CouNcIL oF State CHAMBERS OF COMMERCE, 
Newark, N. J., June 14, 1956. 
Hon. Estes KEravver, 
Chairman, Subcommittee on Constitutional Amendments, 
Senate Judiciary Committee, Washington, D. C. 


Dear Mr. CuHarrMan: As president of the Council of State Chambers of Com- 
merce, I wish to submit the attached statement in connection with consideration 
of Senate Joint Resolution 126 by the Subcommittee on Constitutional Amend- 
ments. This statement, which supports Senate Joint Resolution 126 in principle, 
is made on behalf of the Federal finance committee of the Council of State Cham- 
bers of Commerce and individual member organizations in the council. 

For the information of your subcommittee the Council of State Chambers of 
Commerce is a confederation of 30 autonomous State and regional chambers of 
commerce. One of the major purposes of the council is the cooperative study 
and development of the broadest possible area of agreement on Federal legislation 
and legislative proposals relating to Federal expenditures and taxation, labor 
relations, and social security. 
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The council has a committee in each of these fields composed of businessmen 
representing each of the member chambers. These committees develop recom- 
mendations in their respective fields and submit them to the member chambers 
for consideration by their own policymaking bodies. 

The above procedure has been followed with respect to proposed legislation 
designed to prevent budget deficits except in times of national emergency. Ac- 
cordingly, I am at liberty to submit this letter and the attached statement for the 
record of the hearings on Senate Joint Resolution 126. You may also find of 
sufficient pertinence for inclusion in the record this council’s publication entitled 
a program on Federal spending and taxation. A copy of this program is attached 
to the statement. 

Respectfully yours, 
Irvina T. Gus, President. 


STATEMENT OF FEDERAL FINANCE COMMITTEE OF THE COUNCIL OF STATE CHAM- 
BERS OF COMMERCE AND MEMBER STATE CHAMBERS OF THE COUNCIL IN 
Support oF SENATE JOINT RESOLUTION 126, JUNE 14, 1956 


The Federal finance committee of the Council of State Chambers of Commerce 
has long advocated balanced annual Federal budgets. The member State and 
regional chambers of commerce in the council have been practically unanimous in 
agreement with this recommendation of the committee. 

In the past few years, which have witnessed continued deficit spending in a‘ 
period of record economic prosperity, the council’s Federal finance committee has 
come to the conclusion that amendment of the Constitution, as provided in 
Senate Joint Resolution 126, may be the only way to assure that the Federal 
budget will be balanced in the future. Accordingly, the committee unanimously 
adopted the following statement of policy on budget balance: 

‘‘The failure of the administration and the Congress to balance the budget and 
reduce the public debt in the past few years of record economic activity is a matter 
of grave concern. Congress should devote its early attention to proposed measures 
before it, such as the Bridges-Byrd joint resolution, which are designed to prevent 
budget deficits except in times of national emergency declared by Congress.’’ 

This statement was adopted by the committee on September 9, 1955, and was 
incorporated as a recommendation in a published Program on Federal Spending 
and Taxation which was developed by the committee and was submitted to the 
member State and regional chambers of commerce in the council for ratification. 

The published program was ratified in whole or in major part by 26 of the 30 
member organizations in the council. Each of the member organizations acted 
independently in considering the program and in some cases exceptions or reserva- 
tions on individual recommendations were taken by State chambers. In no case, 
however, was a specific exception or reservation taken with respect to the recom- 
mendation on the Byrd-Bridges resolution. The State chambers which endorsed 
the program are as follows: 


Alabama State Chamber of Commerce 
Arkansas Economic Council-State Chamber of Commerce 
Connecticut Chamber of Commerce, Inc. 
Delaware State Chamber of Commerce 
Florida State Chamber of Commerce 
Georgia State Chamber of Commerce 

Idaho State Chamber of Commerce 

Illinois State Chamber of Commerce 
Indiana State Chamber of Commerce 
Kansas State Chamber of Commerce 
Kentucky Chamber of Commerce 

Maine State Chamber of Commerce 
Missouri State Chamber of Commerce 
Montana Chamber of Commerce 

New Jersey State Chamber of Commerce 
Empire State Chamber of Commerce (New York) 
Ohio Chamber of Commerce 

State of Oklahoma Chamber of Commerce 
Pennsylvania State Chamber of Commerce 
South Carolina State Chamber of Commerce 
East Texas Chamber of Commerce 

West Texas Chamber of Commerce 
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Lower Rio Grande Valley Chamber of Commerce (Texas) 
Virginia State Chamber of Commerce 

West Virginia Chamber of Commerce 

Wisconsin State Chamber of Commerce 


A PROGRAM ON FEDERAL SPENDING AND TAXATION, BY CoUNCIL oF STATE CHAM- 
BERS OF COMMERCE 


Developed by the Council’s Federal Finance Committee for the 30 State and 
regional chambers in the Council 


ENDORSEMENTS 


The following member State and regional chambers of commerce in the council 
have endorsed this program in whole or in major part: 


Alabama State Chamber of Commerce 

Arkansas Economic Council-State Chamber of Commerce 
Connecticut Chamber of Commerce Ince. 
Delaware State Chamber of Commerce 

Florida State Chamber of Commerce 

Georgia State Chamber of Commerce 

Idaho State Chamber of Commerce 

Illinois State Chamber of Commerce 

Indiana State Chamber of Commerce 

Kansas State Chamber of Commerce 

Kentucky Chamber of Commerce 

Maine State Chamber of Commerce 

Missouri State Chamber of Commerce 

Montana Chamber of Commerce 

New Jersey State Chamber of Commerce 

Empire State Chamber of Commerce (New York) 
Ohio Chamber of Commerce 

State of Oklahoma Chamber of Commerce 
Pennsylvania State Chamber of Commerce 
South Carolina State Chamber of Commerce 
East Texas Chamber of Commerce 

West Texas Chamber of Commerce 

Lower Rio Grande Valley Chamber of Commerce (Texas) 
Virginia State Chamber of Commerce 

West Virginia Chamber of Commerce 

Wisconsin State Chamber of Commerce 


Specific exceptions or reservations taken by State or regional chambers to indi- 
vidual provisions of this program are set forth. 


INTRODUCTION 


This program on Federal spending and taxation is the result of over a decade of 
study by the Federal finance committee of the Council of State Chambers of Com- 
merce of the problems of Federal spending, taxing, and borrowing. It is a re- 
vision of a similar program published in April 1948. 

In the fiscal year 1948 Federal spending fell to $34 billion. The Korean war 
and the attendant rearmament program along with increased domestic spending 
raised the level of expenditures to $74 billion in 1953, or more than double that of 
1948. In order to finance this increased spending, Congress twice raised the tax 
rates on incomes of individuals and corporations, increased various excise tax 
rates, and, in the guise of a so-called excess profits tax, imposed a further tax on 
corporate incomes. Since the end of the Korean war Federal expenditures have 
declined somewhat and some tax relief has been accorded individuals and busi- 
nesses. 

It is the thoughtful judgment of those who have developed this program that 
the time has come for a substantial reduction in Federal spending if we are to 
reduce the public debt and obtain any permanent relief from our heavy taxes, 
some of which are still imposed at wartime levels. The lightening of our burden- 
some taxation should be continued until all injurious impediments to production 
and consumption are removed. 

In the development of a sound, adequate, and equitable financial program con- 
ducive to American democracy, free enterprise, and the Nation’s goals of a high, 
stable economy and an expanding income, the advice of numerous businessmen, 
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economists accountants, lawyers, leaders in government, research organizations, 
and the representatives of other business groups has been sought. To all of those 
representing many branches of business enterprise and many sections of the coun- 
try who so thoughtfully and generously contributed their efforts to aid in its task, 
the committee is deeply grateful. 

This program calls for both immediate and long-range reforms in Federal 
finances, It is predicated on the feasibility of steady advancement of our leyels 
of income, employment, investment, and consumption, and it is conducive to 
both the immediate and long-range objectives of representative government and 
free enterprise. It assumes that the welfare of the consumer, the wage earner, 
the farmer, and all of our citizens is the welfare of business, and that free enter- 
prise can thrive only in a stable and prosperous economy. 


PLATFORM FOR BETTER FEDERAL GOVERNMENT 


This program is built on a series of convictions arrived at by the committee 
from more than a decade of study and observation of Federal Government 
activities. These convictions are embodied in the following 10 statements adopted 
by the committee as a platform for better Federal Government: 

1. The Federal Government is too big. More government does not make for 
better government. 

2. The Federal Government is still taking too high a percentage of the national 
income. All branches of the Government must make substantial reductions in 
expenditures. Only 6 years ago our grossly inflated Federal budget was under 
$40 billion; now it is over 50 percent higher, Then, the military was spending 
at the rate of $12 billion a year; now it is spending almost three times as much. 

3. The Federal Government should be modernized and its operations put on 
an efficient, business-like basis. Services of doubtful necessity should be eliminated. 

4. Congress should not yield its constitutional powers to anyone. It should 
retain control of all Government expenditures, Its committees should be properly 
staffed so that it can handle its workload more expeditiously. A strong Congress 
insures continuance of our representative form of government. 

5. The Federal Government, to be soundly financed, requires a taxing system 
which exacts from each individual and business unit an equitable share of the total 
burden and safeguards the incentives of individuals to earn and invest and of 
industry to produce and expand under a free market economy. 

6. business-type enterprises owned and/or operated by the Federal Government 
which compete with private enterprise should be liquidated or transferred to 
taxpaving private ownership. 

7. As much of the Nation’s Government as possible should be restored to our 
town halls, our county courthouses and our State capitols, because in local self- 
government lies the real strength of our free institutions. Not only should 
Federal intrusion into State and local affairs be resisted, but our States and 
communities should see that their services to the public are performed adequately 
and well and that the necessary State and local taxes are provided to finance them. 

8. The Federal Government should withdraw from the use of tax sources 
properly belonging to the States and their local subdivisions. At the same time, 
all Federal grant-in-aid programs now carried on should be carefully reviewed, 
and reduced or eliminated, thus relieving the Federal budget of continuing 
expenditures which more properly belong to our State and local governments. 

9. Federal property not necessary in the performance of Government functions 
should be returned to local tax rolls to better enable State and local governments 
to support their public services. 

10. Congress should promptly review all Federal subsidies now provided so 
that such subsidies may be curtailed and the Federal control attached to them 
brought to an end. 
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EXPENDITURES 





Latest administration estimates indicate that the fiscal year 1956 will end 
with a small surplus as a result of sharply increased revenues. Expenditures 
of $64.3 billion will be only $0.3 billion less than in 1955, but receipts will be 
up over $4 billion. 

The budget for 1957 also shows a modest surplus on the basis of a $66.3 billion 
estimate for receipts and $65.9 billion for expenditures. This budget balance 
however, would be attained only through further postponement of scheduled 
tax cuts which would offset a proposed $1.6 billion increase in expenditures. 
This proposed increase in Federal spending coincident to a booming economy 
should be a matter of grave concern to all Americans, 
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We are convinced that further reductions in expenditures can be made in the 
current fiscal year to make possible a larger surplus. We are also convinced 
that sufficient additional reductions can be made in the fiscal year 1957 to permit 
both tax reduction and some payment on the debt within a balanced budget. 


1. Evaluate and reduce ecpenditures for national security 


(a) Defense Department expenditures remain high in relation to levels achieved 
prior to Korea, and we feel that continuous study should be directed toward 
effecting substantial reductions as world tensions diminish. 

(6) Reductions in military expenditures beyond those accomplished since 
fiscal 1953 can be made through greater standardization of procurement items, 
simplification of specifications, better utilization of military personnel and closer 
control over inventories. The Defense Department should prosecute aggressively 
its management programs in these areas to insure maximum accomplishment at 
the earliest possible time. 

(c) The policy of establishing and maintaining numerous military installations 
abroad should be reviewed, particularly from the standpoint of whether their 
continuance is now justified. 

(dq) We urge a careful investigation of our internal defenses against surprise 
enemy attack on production facilities, particularly as to whether the best possible 
protection is being afforded plant personnel who, as contrasted to the plant itself, 
are irreplaceable. 

(e) Further expenditures have been authorized for additional stockpiles of 
materials in the name of the defense program. We urge the Congress to review 
this program since we believe it has been extended beyond reasonable limits of 
defense requirements. 


2. Reappraise foreign aid 


Since World War II Congress has provided almost $65 billion for military and 
economic aid to other countries. Before asking the American people to contribute 
further to help build the defenses of other nations and extend further economie 
aid to them, Congress should thoroughly and carefully reappraise the entire 
foreign aid program. 

The Congress should first of all consider the willingness and ability of the 
people and governments of participating countries truly to cooperate for mutual 
security; and it should examine into the extent to which they can contribute to 
the program from their own resources. 


3. Review unexpended appropriations 


The Congress should review thoroughly the huge balances of unexpended 
appropriations provided in prior years, especially those for defense and foreign 
aid, to determine whether the purposes for which they were provided are still valid 
under present technological and international conditions. 


4. Leave financing of expanded highway construction to the States 


While the financing, construction and control of highways generally are State 
responsibilities, we recognize the value of the contribution of the Bureau of Public 
Roads and the usefulness of the present system of Federal matching. 

We recommend that the system be continued in principl@ on a pay-as-you-go 
basis, without increasing the annual amount of Federal expenditures on this 
behalf beyond that fixed in the Federal Aid Highway Act of 1954. 


5. Leave the financing of education to the States and communities 


Traditionally, local and State governments have provided the facilities and 
instruction for free public education in America. Consequently, our public 
education system has remained relatively free from control by agencies outside 
the community and it should so remain. 

Since Federal financial assistance implies Federal control, as well as additional 
cost to taxpayers generally, all proposals for nationwide educational aid to the 
States should be rejected. 


6. Re-examine agricultural aid programs 


The program of high farm price supports has resulted in an ever-growing 
accumulation of inventories of surplus agricultural products. Notwithstanding 
the fact that public and private storage facilities were already bulging with 
surplus food and fibre products. Congress in its last session increased to $12 
billion the Commodity Credit Corporation’s authority to support prices and add 
to its surplus inventories. 
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The ultimate objective of research and legislation dealing with the problem 
of farm production and prices should be an agricultural industry standing on its 
own feet in a free market economy without the necessity for Federal subsidy. 
In the meantime, the Administration and Congress should direct their efforts 
toward reducing farm surpluses and-the cost of farm price supports. 


7. Limit public works to those which are essential and feasible 


Expenditures for Federal public works should be limited to projects which are 
vitally needed and can be justified by sound standards of economic feasibility 
and public interest. These expenditures should be made under conditions which 
will insure fair and equal treatment among competing forms of enterprise. 


8. Stop construction of Federal public housing 


In part as a result of easy credit terms made possible by Government guarantee 
of mortgages, etc., we have witnessed a post World War II housing boom which 
is now in its 10th year. More housing is now available than ever before in the 
history of the country, and there seems to be no justification for the Federal 
Government to supplement its present indirect stimulus by undertaking Federal 
public housing projects. Congress should provide no further authorization for 
such projects. 


9. Reject a general health reinsurance program 


Congress should reject any proposed health reinsurance program on the ground 
that it is not a proper function of the Federal Government. Insurance against 
medical and hospital expenses is a matter of individual responsibility and, further- 
more, existing welfare programs provide for those unable to meet such expenses or 
pay insurance premiums covering them. 


10. Eliminate the postal deficit 


Congress should take whatever action is necessary to eliminate the Post Office 
Department’s annual deficits. This should include action leading to greater 
efficiency and economy in operation of the postal service, a review of the alloca- 
tion of expenses among the various classes of mail in order to improve the alloca- 
tion, and then, to the extent necessary, an increase in postal rates to provide 
additional revenues. 


11. Equalize the competition of Federal business-type enterprises 


Until the Federal Government ceases operating business-type enterprises in 
competition with privately owned enterprise, Congress should require the Federal 
enterprises to: 

a. Pay taxes to local and State subdivisions and to the Federal Treasury on 
the same basis and to the same extent as taxes are paid by the privately owned 
enterprises with which they compete, and 

b. Pay annually to the Federal Treasury the interest on the money invested 
in such enterprises at the cost of that money to the Government. 


12. Reduce Federal civilian personnel 


As recently as January 1950 Federal civilian employees numbered 1.943,424. 
In July 1955 Federal civilian employment totaled 2,397,220, including 133,954 
aliens employed overseas. We are convinced that the number of Federal civilian 
employees can be substantially reduced without adverse effect upon the essential 
functions of Government. The Administration and Congress should take what- 
ever action is necessary to accomplish this reduction. 


13. Adopt Hoover Commission recommendations 


We endorse the major recommendations of the Commission on Organization 
of the Executive Branch of the Government in the following reports and without 
prejudice to recommendations in the other reports of the Commission: 

Federal medical services 
Lending agencies 
Transportation 
Surplus property 
Paperwork management 
Legal services and procedures 
Food and clothing 
Business enterprises 
Depot utilization 
Real property management 
Budget and accounting 
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Business organization of the Defense Department 
Water resources and power 
The Administration and Congress should take early action to place these cecom- 
mendations in effect. 


THE FEDERAL BUDGET AND DEBT POLICY 


The failure of the Administration and the Congress to balance the budget and 
reduce the public debt in the past few years of record economic activity is a matter 
of grave concern. Congress should devote its early attention to proposed measures 
before it, such as the Bridges-Byrd joint resolution (S. J. Res. 2, 84th Cong.), which 
are designed to prevent budget deficits except in times of national emergency 
declared by Congress. 

For the immediate future, expenditures should be limited to such an extent that 
no further temporary increase in the statutory debt limit of $275 billion will be 
required. Further, a plan for orderly reduction of the debt should be inaugurated 
at an early date. 

Substantial surplus receipts available for debt reduction at lowered rates of 
taxation may be obtained if the Goverament will continually curtail nonessential 
expenditures and follow through on the recommendations of the Hoover com- 
mission for liquidation of unnecessary Federal business enterprises. 


A PROGRAM FOR FEDERAL TAX REDUCTION AND REFORM 


The Nation’s total yearly tax bill for all levels of Government is now over $95 
billion. Federal tax collections, including social security, are nearly $71 billion, 
or three-fourths of this huge sum. Furthermore, the individual and corporate 
income taxes provide about three-fourths of the total Federal tax revenues. 
Despite the tax relief granted in 1954, the Nation’s tax burden is still too heavy 
to be long endured if the competitive private enterprise system is to provide the 
rising national income and the high level employment required for national pros- 
perity. Any tax reductions now ei acted, however, should be more than offset 
by reductions in expenditures. Otherwise. a balanced budget will be ur attainable. 

The rewards for risking venture capital and for exercising business initiative 
continue to be too meager to call forth the best efforts of our entrepreneurs. 
Wage earners and farmers have too much of their incomes taken away in taxes. 
The organization of new enterprises is being discouraged by heavy taxation, and 
existing enterprises may find little incentive to increase their output and employ- 
ment. The further moderation of Federal tax burdens is clearly essential if the 
American economy is to operate most effectively. This program is directed toward 
immediate and continuing Federal tax reductions from ther present excessively 
high rates which were imposed during wartime emergencies. 


Individual income taxes should be lowered materially 


The sharp progression in present tax rates on individual incomes is costly to 
the economy through its adverse effects on incentives and on capital formation. 
Yet the progressive element in the rates is a poor source of revenue. The 20 
percent base rate on all taxable income produces well over 80 percent of the revenue 
from the individual income tax. Only the remaining 16 to 18 percent is obtained 
from the progressive portion of the total rate which now ranges up to 91 percent. 
The present progression so rapidly approaches complete confiscation that if the 
Federal Government took all of every individual taxable income above $26,000 
a year, it would add less than 1% percent to its present total tax revenues. 

In order to secure the greatest possible popular participation in the cost of 
government, consistent with equity, a policy of low exemptions should be con- 
tinued. The progressive rates should be lowered with the objective a few years 
hence being a maximum tax rate of 50 percent or less. This reform would help 
to recreate individual incentives which are being discouraged by continued ex- 
cessive surtax rates. Also, the cumulative effect of the long continued high 
progressive Federal tax rates on individuals has contributed to the difficulties 
encountered by many concerns in obtaining equity capital. Shortages of equity 
capital can be alleviated by reduction of these high progressive rates. Moreover, 
it would minimize the necessity of borrowing funds to finance capital improve- 
ments. Such borrowing may, indeed, create a topheavy debt structure. 


Community property and the income and estate taxes 


The Congress in its 1948 tax legislation wisely dealt with the long-standing 
problem of equalizing the Federal taxation of the incomes, estates and gifts of 
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married couples in all States. This reform was supported by the Council of 
State Chambers of Commerce. 


The double taxation of dividends should be alleviated 


The administration and Congress are to be commended for alleviating some- 
what the double taxation of dividends by the 1954 legislation. But the small 
relief granted still leaves an onerous amount of double taxation. 

The inequalities arising in the double taxation of dividends, first as corporate 
and later as individual income, should be alleviated to lessen the present dis- 
crimination against the income from equity capital and to encourage the assump- 
tion of business risks by those with available funds. Latest Treasury statistics 
show that almost three-fifths of the recipients of dividends have incomes under 
$6,000. No other type of income is exposed to double taxation, and there is no 
sound economic reason for penalizing dividend income, in comparison with in- 
terest on loans, wages, salaries, and other income, in this manner. 

After computing the taxes on their incomes, including taxable dividends re- 
ceived from domestic corporations subject to the income tax, shareholders should 
be allowed to deduct from their taxes a credit for the payment of corporate taxes 
or the income paid out in dividends. The percentage allowed as a credit pre- 
sumably would be at least the initial rate for individual incomes. The compli- 
cations of refunds could be avoided by providing that the credit allowed should 
not in any case exceed the total tax liability. 

The proposed method of alleviating double taxation applies the principle 
recognized in Federal income taxation before 1936, when the undistributed profits 
tax was adopted. Up to that time dividends were partially exempt from the 
individual income tax. The remedy for double taxation suggested here is sup- 
ported widely by businessmen and tax authorities. 

The treatment of capital gains and losses 

The attainment of an expanding economy requires an ever-increasing flow of 
venture capital into job-making enterprises. Individuals should be encouraged 
to invest their savings in productive private enterprises by lowering the taxes on 
their incomes, alleviating the double taxation of dividends, and treating capital 
gains more favorably. 

The tax rates on long-term capital gains should be reduced, and eventually 
this tax should be eliminated. 

Capital gains and losses, whether short- or long-term, should be offset against 
each other. 

The deduction of capital losses, in the interests of equity, should be allowed on 
the same basis that capital gains are taxed. 

The Federal estate and gift tases should be abandoned 

In recent years the Federal estate and gift tax rates have been carried to 
excessive heights with relatively little revenue obtained. On the other hand, 
they could be an important source of revenue for the States and, consequently, 
it would be desirable for the Federal Government to withdraw from estate and 
gift taxation. 

If the Government continues to tax estates, however, the tax rates on the part 
of estates in excess of $10 million should not exceed 50 percent. The gift tax 
rates should not exceed three-fourths of the estate tax rates. By appropriate 
technical amendments, the estate and gift taxes should be made consistent with 
the Federal income tax to the end that the duplicate taxation which now exists 
may be eliminated. Proposals for the integration of the estate and gift taxes 
should be rejected. The credit to the States with respect to the estate tax 

(which now is limited to 80 percent of the 1926 basic tax) should be increased to 
at least 50 percent of the entire Federal estate tax and the credit should be in- 
creased substantially and progressively over a period of years; further, a similar 
credit should be allowed with respect to the gift tax. 
A system of excises is necessary 

Wisely selected excises are practicable of administration, productive in the 
aggregate of large and stable revenues, and acceptable to American consumers 
because they are paid conveniently in small amounts. 

Excessively high tax rates should be lowered. Obnoxious taxes yielding little 
revenue, taxes plainly detrimental to productive business activity or consumption, 
taxes grossly inequitable in their application, and taxes that are more properly 
State than Federal should be removed as fast as revenue requirements will permit. 
However, the relative importance of excises in our tax system should not be 
diminished. Such asystem has been and should remain a major source of revenue. 
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RUSINESS TAX REFORMS ARE NEEDED 


A moderate and stable Federal tax structure should be adopted now so that 
business can plan for the future. Frequent major tax revisions, with their at- 
tendant confusion and job-delaying uncertainty, can thén be avoided. The 
corporate income tax falls directly upon production at the very point where 
decisions are made to promote or reject new inventions, to expand or curtail 
output and sales, and to hire or not to hire additional workers. Corporate taxes 
are playing too important a part in these decisions. 


The corporate income tax should be reduced 


Vigorous opposition should be exerted to any proposal to further extend the 
present 52 percent corporate income tax rate. Wrtaver: the corporate income 
tax rate should be reduced to the pre-Korea level as soon as possible. 

The present tax rates are conducive to inefficiency and are detrimental to the 
achievement of maximum production and employment. They restrict the ability 
of many corporations to pay the current dividends demanded to attract invest- 
ments by shareholders, to reserve the funds needed for paying dividends in years 
of low incomes or losses, and to finance greater production and employment. 
They also place a heavy burden on equity capital and invite borrowing, with its 
attendant strains on the financial structure. 


A favorable tax climate for small business is needed 


Most small enterprises are unincorporated, and both the individual and the 
corporate income-tax rates must be lowered if small enterprises are to be organized 
and prosper. No feature of this tax program has been more intensively studied. 
In fact, our whole program has been formulated with the needs of small, as well 
as medium and large, business in mind. 

The principle of lower tax rates for small-income corporations is recognized in 
the law. It would be preferable, instead of imposing graduated rates on corporate 
income, to tax all corporations in a nondiscriminatory manner at a flat moderate 
rate. This desirable reform may be accomplished by substantial and continuing 
reductions of corporation taxes as fast as revenue requirements will permit. 

Other features of the tax program recommended here will benefit small business. 
Unincorporated enterprises, as well as corporations, will benefit from more 
reasonable allowances for depreciation, and the reforms advocated in taxing 
capital gains, estates, and gifts. 

The reductions proposed in the rates of the individual income tax also will 
encourage the growth of small proprietorships and partnerships, which are now 
highly important elements in the competitive economy. 

The problems of small business have received so much attention because it is 
desired to encourage the creation and expansion of small concerns as a means of 
preserving a competitive system of free enterprise. The greatest possible con- 
tribution of small enterprises to production and employment is requred if the 
Nation’s economic goals are to be realized. 


The tax penalties on intercorporate dividends and consolidated returns should be 
abandoned 


Little revenue results from including 15 percent of intercorporate dividends 
in taxable corporate income and imposing a penalty tax of 2 percent on con- 
solidated returns. These discriminatory devices should be abandoned. Cor- 
porations should have the option of filing consoldiated returns without paying 
a tax penalty. Such returns usually present the most accurate statement of the 
income of a corporate group. 


Reasonable discretion in deductions for depreciation and obsolescence 


Business management can best determine the propriety of a particular method 
of depreciation and obsolescence in any given case. Within the limits of sound 
and consistent accounting, business management should be allowed to exercise 
its discretion in the choice of the method and the rates of depreciation and obso- 
lescence. This privilege should be granted by a legislative clarification and liberal- 
ization of the depreciation policy, over and beyond the commendable 
improvements introduced in 1954, for the guidance of the Bureau of Internal 
revenue and the taxpayers. 

A wider latitude in the allowance of depreciation and obsolescence would 
encourage the development of new enterprises, the promotion of new products, 
and the expansion of production and employment. It also would eliminate much 
needless and costly bickering over tax liabilities and many inequalities arising 
from administrative practices. 
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OTHER NEEDED TAX REFORMS 


It is recognized that many needed reforms were enacted in the Revenue Act of 
1954 for which the administration and Congress are to be commended. There 
are many other changes of a basic and technical nature which should be made in 
the Internal Revenue Code. Our program does not attempt to provide an effective 
treatment of all such changes. However, recommendations are made with respect 
to certain highly desirable reforms of general interest that should be given prompt 
consideration. 

End the exemption of organizations engaging in business 

All organizations engaging in business in competition with private enterprises 
should be taxed similarly with such enterprises. The exemption from Federal 
taxation of Government-financed enterprises, cooperatives, and other so-called 
nonprofit organizations that engage in various production, commercial, financial, 
and other business activities in competition with private concerns is not only 
unfair but also, in this era of high Federal taxation, places heavy handicaps 
on the private-enterprise system. Moreover, it denies to the Government addi- 
tional sources of revenue. 

We believe that consumers are entitled to purchase from the sources that most 
efficiently fill their needs at the lowest prices. But consumers cannot obtain the 
benefits of free and fair competition among the different types of business if the 
Government, instead of acting as a referee to make sure that the rules of fair 
competition are observed, exempts some of the competitors from taxation or 
extends special favors to them and compels other competitors to operate at a heavy 
tax disadvantage. 

We are not opposed to true cooperation by farmers, consumers, or other groups, 
but we do oppose the resort to tax-exempt forms of business organization and the 
enjoyment by such groups of special tax advantages for the purpose of avoiding 
the taxes that must be paid by competing private enterprises. The tax prefer- 
entials given to certain types of business must be recognized as a subsidy to the 
undertakings benefiting frem them. If it is our purpose to drive private enterprises 
out of existence, no surer way can be found than by taxing them heavily while 
relieving their competitors from similar responsibilities. 


Federal, State, and local taxes should be better coordinated 


Conflicts and inequalities in Federal, State, and local taxation should be elimi- 
nated, and tax administration and compliance should be facilitated by the better 
coordination of the taxes imposed by the different levels of government. 

As soon as desirable and practicable methods of improved tax coordination can 
be developed, they should be applied for the benefit of the taxpayers and our 
governments. 

There are several minor sources of Federal revenue which logically belong to 
the States. To strengthen the finances of the States so that they can assume more 
responsibility for providing essential public services and also to curb the excessive 
centralization of authority in Washington, the following sources of revenue should 
be reserved to the States: 


1. Death and gift taxes 


The Federal Government should cease the taxing of estates and gifts. Until 
this is done, the credit to the States with respect to the estate tax (which now is 
limited to 80 percent of the 1926 basic tax) should be increased to at least 50 
percent of the entire Federal estate tax and the credit should be increased 
substantially and progressively over a period of years; further, a similar credit 
should be allowed with respect to the gift tax. 

2. Taxes on amusements, club dues and safety deposit box rentals, and the documentary 
stamp taxes 

The Federal Government should discontinue the use of these minor tax sources. 
3. Federal unemployment compensation tax 


Employers should be allowed a 100 percent offset credit against the Federal 
unemployment compensation tax, and Federal grants for administration of State 
employment security offices should be discontinued. 


4. Tax on pari-mutuel betting 
This tax should be reserved to the States. 
5. Retail sales taxes 


Except in the case of emergency, general retail sales, gross receipts and use 
taxes should be reserved to the States. 
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6. Capital stock taxes 
Taxes on corporate capital should be reserved to the States. 


A LOWER BUDGET IS THE KEY TO NEEDED TAX AND DEBT REDUCTION 


The economic benefits of more moderate Federal taxation can be obtained only 
if the Federal budget is lowered drastically from its present high levels. If 
Federal expenditures can be slashed substantially, the lower taxes proposed will 
be practicable and the Federal debt can be reduced consistently and materially 
to more manageable proportions. 

The key to lower taxes, debt reduction, and economic progress through com- 
petitive private enterprise is a substantially lower Federal budget. 


EXCEPTIONS AND RESERVATIONS 


A substantial majority of the recommendations in this program have been 
acted on by boards of directors of the State chambers of commerce during the 
past 18 months. Some of them, however, were submitted to the State chambers 
too late to be considered at the most recent meetings of several State chamber 
boards. Accordingly, these State chambers were unable to give the complete 
approval of the program which they might otherwise have done. 


Endorsements with a general reservation 


The following State chambers of commerce have given their general endorse- 
ment of the program, but with a reservation of the right to take exception to one 
or more of its specific statements or recommendations: Alabama, Florida, Idaho, 
Indiana, Maine, Montana, Empire State (New York), Oklahoma, Lower Rio 
Grande Valley (Texas). 


National security and foreign aid 


The Georgia State Chamber prefers the following statement on national security 
and foreign aid to the recommendations on these subjects in this program: The 
Congress should make a continual reappraisal of expenditures for national defense 
and foreign aid in an effort to reduce spending without jeopardizing the Nation’s 
security. The basis for our foreign aid program should be to promote the security 
and welfare of the United States. 


Reappraisal of foreign aid program 


The Illinois State Chamber would add to the recommendation calling for a 
reappraisal of the program a statement that it should be reappraised “with a view 
to making substantial cuts immediately in the amount of spending for foreign 
aid and looking to the early discontinuance of all such expenditures except those 
for essential military aid.” 


Financing of expanded highway construction 


A few State chambers have stated their preference for an increase in Federal 
aid, particularly for the interstate highway system, beyond the amounts provided 
in the Federal Aid Highway Act of 1954 rather than to have States alone finance 
expanded needs. The positions of these State chambers follow: 

Arkansas Economie Council: 

a An expansion of highway construction is necessary to meet present 
needs; 

2. The Federal Government should assume primary responsibility for 
financing modernization of the interstate highway system; and 

3. To the greatest extent possible, necessary funds for improving the 
highways should be obtained from current revenues. 

Kansas State Chamber of Commerce: 

The State chamber favors (1) the Federal Government increasing its total 
expenditures for improvements in the interstate highway system, and 

(2) increasing the Federal Government’s share of aid to the interstate 
system beyond the present 60 percent (thus reducing the State’s proportionate 
share). 

Missouri State Chamber of Commerce: 

The State chamber favors a substantial increase in Federal grants for the 
interstate highway system while continuing grants for other systems at 
least at present amounts. 

Ohio Chamber of Commerce: 
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The State chamber believes that more highways, financed by taxes on 
highway users, are a self-liquidating investment in economic development 
and therefore, favors expanded Federal expenditures on highways financed 
on a@ pay-as-you-go basis. 

At the time this program went to press the State chambers of Georgia and 
Illinois had taken no position on financing of expanded highway construction. 


Reexamination of agricultural aid programs 

The Georgia State Chamber has adopted the following statement as its policy 
position on agricultural aid: The necessity for improving the economic position of 
the farmer is generally recognized throughout the Nation. The most important 
step toward this objective would be an equitable and workable solution to our 
mounting farm surplus. Greater energies directed to such a solution could result 
in a greatly enhanced national economy and substantially reduced expenditures 
for farm price supports. 

The Illinois State Chamber does not concur in the agricultural aid reeommenda- 
tion in this program since it is not in agreement with the State chamber’s own 
program in this field. 

The Missouri State Chamber has taken no position on this matter. 


Federal public housing 
The Georgia State Chamber has taken no position on this matter. 


The postal deficit 


The Georgia and Illinois State Chambers restrict their endorsement to a 
proposal calling for elimination of the postal defict through greater efficiency and 
economy in the operation of the postal service. 

The Missouri State Chamber has taken no position on this matter. 


Hoover Commission recommendations 


The Pennsylvania State Chamber endorese the major Hoover Commission 
recommendations in principle with the following statement: We endorse, in 
principle, the major recommendations of the Commission on Organization of the 
Executive Branch of the Government. The administration and Congress should 
take early action to place the principles of the recommendations in effect. 

The Georgia and Missouri State Chambers have not taken a position on the 
specific recommendations of the Hoover Commission. 


The treatment of capital gains and losses 


The Kansas State Chamber would substitute a proposal that “The deduction of 
capital losses, in the interests of equity and to encourage venture capital, should be 
allowed in full against ordinary income as well as capital gains,’’ for the statement 
in the program that ‘‘The deduction of capital losses, in the interests of equity, 
should be allowed on the same basis that capital gains are taxed.” 

The Illinois State Chamber has not taken a position on the proposal that the 
capital-gains tax should be eliminated eventually. It concurs with the other pro- 
posals dealing with the capital-gains tax. 

The Federal estate and gift taxes 

The Georgia State Chamber feels that complete Federal withdrawal from this 
source of revenue would create inequities and competition among the States. 
It does approve a greater share to the States of the overall estate and gift taxes. 
Excise taxes 

The Virginia State Chamber would add to the statement in the program a 
recommendation that the excise taxes on transportation be eliminated, or at least 
reduced. 

The Illinois State Chamber has not taken a position on excise taxes. 


Reduction of the corporate income tax 


The New Jersey State Chamber restricts its endorsements of the first paragraph 
in this section to the statement that, ‘The corporate income tax rate should 
be reduced to the pre- Korea level as soon as possible.” 


A favorable tax climate for small business 


The Kansas State Chamber does not agree with the second paragraph under this 
topic which calls for the taxing of all corporate income at a flat moderate rate 
eventually. 
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Taz penalties on intercorporate dividends and consolidated returns 


The Illinois State Chamber would add to the recommendation in the program a 


proposal for allowing an annual election in respect to the filing of a consolidated 
return. 


Federal unemployment compensation tax 

The Kansas State Chamber prefers the approach taken in the Reed bill which 
became Public Law 567 of the 83d Congress approved August 5, 1954. 

A few member State chambers of the council were unable to endorse the pro- 
gram for one reason or another. The Colorado, Mississippi, and south Texas 
chambers had not been able to get action on the program by their policymaking 
bodies at the time it went to press. Because of its traditional policy against 
written endorsements, the Greater South Dakota Association abstained from 
action on the program. 


JuNE 17, 1956. 
Mr. Wayne H. Smiruey, 


Clerk, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


Dear Mr. Smituey: If it should not be received from an officer of the National 
Society Daughters of American Colonists, the resolution in favor of certain 
proposed constitutional amendments adopted by this society is enclosed for the 
record, on Senate Joint Resolution 126. 

Resolved, That the 35th General Assembly of the National Society, Daughters 
of the American Colonists supports the goals of the following proposed constitu- 
tional amendments for a return to States rights and to arrest the trend to the 
autocratic state: 

1. The Bricker amendment. 

2. Reed-Dirksen amendment. 

3. Byrd-Bridges amendment to require annual budget balancing by limiting 
congressional appropriations (expenditures) in any fiscal year to the estimate of 
receipts of the Government for that fiscal year, except in times of dire emergency 
to be determined by a three-fourths vote of Congress. 

Resolution adopted at the General Assembly April 10-11, 1956 Mayflower 
Hotel, Washington, D. C. 

Their resolutions chairman lives out of town and although she has been notified, 
the time element of 5 days may prevent a response before the record goes to press. 

Sincerely, 
M. D. LEeEtcuH, 
Member for Mrs. Laura Y. Finehout, Resolutions Committee. 





NATIONAL Society WoMEN DECENDANTS 
OF THE* ANCIENT AND HONORABLE ARTILLERY COMPANY, 
New York, N. Y. 
Mr. Wayne H. Smiruey, 
Clerk, Senate Judiciary Committee, 
Senate Office Building, Washington 25, D. C. 


Dear Mr. Smituey: The National Society Women Descendants of the Ancient 
and Honorable Artillery Company at the annual meeting April 10, 1956, adopted 
a resolution in support of the Byrd-Bridges amendment, Senate Joint Resolution 
126, as follows: 

‘Resolved, That the 29th Annual Rendezvous of the National Society Women 
Descendants of the Ancient and Honorable Artillery Company endorses the 
principle and objective of the proposed constitutional amendment, Senate Joint 
Resolution 126, the Byrd-Bridges amendment, to require annual budget balancing 
by limiting congressional appropriations (expenditures as amended) in any fiscal 
year to the estimate of receipts of the Government for that fiscal year, except in 
times of dire emergency to be determined by a three-fourths vote of Congress.”’ 

We will appreciate it if you will make this communication a part of the hearing 
record. 

Sincerely, 
CorneEvia A. O'BRIEN, 
Mrs. John B. O’Brien, 
President National 





58 BALANCING OF THE BUDGET 


AMERICAN COALITION, 
Washington 6, D. C., June 17, 1956. 
Mr. Wayne H. SmirHey, 

Clerk, Judiciary Committee, 

Senate Office Building, Washington 26, D. C. 


Dear Mr. Smituey: The American Coalition of Patriotic Societies adopted a 
resolution supporting the goal of the Byrd-Bridges amendment, Senate Joint 
Resolution 126, in the following language: 

“Resolved, That the American Coalition of Patriotic Societies supports the 
goal of the Byrd-Bridges proposed constitutional amendment (S. J. Res. 126) to 
limit congressional spending to estimated receipts.” 

Will you please make this communication a part of the hearing record on the 
Byrd-Bridges amendment? ‘The resolution was adopted by this group of about 
100 civic, fraternal, and patriotic societies in annual meeting of their presidents 
and delegates on February 16, 1956, at the Mayflower Hotel, Washington, D. C. 

Very sincerely, 
Mitton M. Lory 
(Signed in his absence), 
President. 


RESOLUTION ADOPTED FY THE THIRTIETH WOMEN’S PATRIOTIC CONFERENCE ON 
NATIONAL DEFENSE, INc., Ferruary 16, 17, AND 18, 1956, WasHINGTON, 
bb eal 


Resolved, That the Thirtieth Women’s Patriotic Conference on National 
Defense, Inc., endorses the principle of the Byrd-Bridges proposed constitutional 
amendment (8. J. Res. 126) to require annual budget balancing by limiting 
congressional appropriations (expenditures as amended) in any fiscal year to the 
estimated receipts of the Government for that fiscal year, except in times of dire 
emergency to be determined by three-fourths vote of Congress. 


OscroLta Mriuus, Pa. 
Mr. Wayne H. SMITHEY, 


Clerk, Senate Judiciary Committee, 
Washington 25, D. C. 


Dear Mr. Smituey: Please be so kind as to make the above resolution a part 
of the hearing record on Senate Joint Resolution 126, the Byrd-Bridges proposed 
constitutional amendment which the Thirtieth Women’s Patriotic Conference on 
National Defense, Inc., supported. 

Very sincerely, 
Letitia Goop 
Mrs. David D. Good, 
Secretary. 


NATIONAL Society oF New ENGLAND WoMEN, 
Glen Ridge, N. J., June 15, 1956. 
Mr. WayNnE H. SmMirTHeEy, 
Clerk, Senate Judiciary Committee, 
Senate Office Building, Washington 25, D. C. 

Dear Mr. Smiruey: The National Society of New England Women adopted 
a resolution in support of the Byrd-Bridges proposed constitutional amendment, 
Senate Joint Resolution 126, as follows: 

“Resolved, That the 43d Annual Congress of the National Society of New 
England Women (May 16, 1956, Swampscott, Mass.) supports the principle of 
the proposed Byrd-Bridges amendment, Senate Joint Resolution 126, to require 
annual budget balancing by limiting congressional expenditures in any fiscal year 
to the estimate of receipts of the Government for that fiscal year, except in times 
of grave emergency to be determined by a three-fourths vote of Congress.”’ 

Will you please include this letter in the hearing record? 

Sincerely, 
FLORENCE A. BECKER 
Mrs. William A. Becker, 
President General. 








